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Washington, Tuesday , August 18, 1936 


DEPARTMENT OP THE INTERIOR. 

Division of Grazing. 

Nrw Mexico Grazing Districts Nos. 4 and 5 

MODI! I CATION 

August 7. 1936. 

Under and pursuant to the provisions of the act of June 28, 
1934 <48 SUit. 1269), and subject to the limi tations and 
conditions therein contained. New Mexico Grazing District 
No. 5 as established by order approved April 8, 1935, is 
hereby modified to include also within its exterior boundaries 
the following described lands, which are hereby transferred 
from New Mexico Grazing District No. 4: 

New Mexico Mdudlaw 


regulation iri order to effectuate the declared policy of the 
act and as to the specific provisions which a marketing 
agreement and order should contain. 

The proposed marketing agreement and the proposed order 
each embodies, In similar terms, a plan for the regulation of 
such handling of milk In the Port Wayne. Indiana. Market¬ 
ing Area as Is In the current of interstate commerce, or 
which directly burdens, obstructs, or affects Interstate com¬ 
merce in such milk. Among other things, the proposed 
marketing agreement and order provide for: (a) selection 
of a market administrator; 0» classification of milk; (c) 
minimum prices; <d> payments to producers through the use 
of a market-wide equalization pool; (e) deductions from 
payments to producers for marketing services by market 
administrator; <f) reports of handlers; (g) expense of ad¬ 
ministration. 


T. 19 8, R. 9 f*.. mca. 23, 34, 25, 20. 3S, tud 36. xni( ihoM ptrU 
of secs. 22. 27. and 34, east of Southern Pacific Railroad. 

T. 19 S.. R. 10 JL. sec. 10. see. 11. WV, sec. 12, seen. 13 to 13. 
and secs. 19 to 36, Inclusive. 


Harold L. Ickes. 
Secretary of the Interior. 


(F. R. Doc. 1746—Filed. August 16, 1936; 9:45 a. m.J 


Copies of the proposed marketing agreement and proposed 
order may be inspected in or procured from the office of the 
Hearing Clerk. Room 4725. South Building, United States 
Department of Agriculture. Washington, D. C. 

(seal ] M. L. Wilson, 

Acting Secretary of Agriculture. 

Dated, August 17, 1936. 


(F. R. Doc. 1753—Filed. August 17,1936: 12:30 p. m.J 


DEPARTMENT OF AGRICULTURE. 

Agricultural Adjustment Admin miration. 

(Docket No. A 33—0-331 

Notice or Hearing With Respect to a Proposed Marketing 
Agreement and a Proposed Order Regulating the Han¬ 
dling or Milk in the Port Wayne. Indiana, Marketing 
Area 


Whereas, under the Agricultural Adjustment Act. a 
amended, notice of hearing is required in connection wtti 
a proposed marketing agreement or a proposed order, am 
the General Regulations, Scries A. No. 1. as amended oJ 
me Agricultural Adjustment Administration, United State 
Department of Agriculture, provide for such notice; and 
Whereas, the Secretary of Agriculture has reason to be¬ 
lieve that the execution of a marketing agreement and the 
issuance of an order will tend to effectuate the declared 
policy of Title I of the Agricultural Adjustment Act, u 
amended, with respect to the handling of milk In the Pori 
Wayne. Indiana. Marketing Area: 

Pursuant to the said act and said genera 
regulations, notice is hereby given of a hearing to be held 
rr Proposed marketing agreement and a proposed ordei 
t ? e handUn * 01 mUk ln 1116 Wayne. Indiana 
to the assembly room, Allen Countv Coun 

fllsoaim 011 WaynC ' Indlana ' 00 September 3. 1936, al 

**“ ***** of receiving evidence 
g ncral economic conditions which may necessitate 


X. R. — AIV 1 Issued August 14. 1936 

1936 Agricultural Conservation Program—Insular Region 
administrative ruling no. i 

Pursuant to authority vested In the Secretary of Agriculture 
under Section 8 of the Soil Conservation and Domestic Allot¬ 
ment Act. it is hereby determined with respect to the 1936 
Agricultural Conservation Program, Insular Region, that cal¬ 
culations involving land area in Puerto Rico shall be made on 
the basis that one cuerda equals 0.97 acre. 

In testimony whereof. H. A. Wallace, Secretary of Agricul¬ 
ture. has hereunto set his hand and caused the official seal 
of the Department of Agriculture to be affixed tn the city 
of Washington. District of Columbia, this 14th day of August 
1936. " 

IsKALl H. A. Wallaol 

Secretary of Agriculture. 

IP. R. Doc. 1749— Filed. August 16. 1936; 13:05 p. m.) 


Bureau of Agricultural Economics. 

Public Notice Establishing Official Cotton Standards of 
the United States for the Grade of American Upland 
Cotton 

| Effective. August 20. 19361 

Pursuant to the authority vested In the Secretary of Agri¬ 
culture by the United States Cotton Futures Act of August 11, 
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1916, as amended March 4, 1919 <U. S. C., title 26. sec. 731- 
752); May 31. 1920 <41 Stat. 725); and February 26. 1927 
<U. S. C.. supp. IV. title 26. sec. 736); and by section 6 of the 
United States Cotton Standards Act of March 4.1923 <U. S. C. 
title 7. see. 51-65). I. H. A. Wallace. Secretary of Agriculture, 
do hereby establish, promulgate, and give public notice of 
standards for grades of American upland cotton, as herein¬ 
after set forth, effective August 20. 1936; Provided , that trad¬ 
ing in futures contracts based upon standards now in effect 
may continue to the end of the last month which may be 
traded in at the time of this order, subject to settlement by 
the delivery of cotton according to such standards. 

Since these standards have been agreed upon and accepted 
by the leading European cotton associations and ex ch a ng es , 


they may also be termed and referred to as universal stand¬ 
ards for American cotton. 

FOr the purposes of these standards: 

WHITE COTTON 

No. 1 (or Middling Fair), —No. 1 or Middling Fair shall be 
American upland cotton which in color, leaf, and preparation 
is better than No. 2 or Strict Good Middling. 

No. 2 (or Strict Good Middling) .—No. 2 or Strict Good 
Middling shall be American upland cotton which in color, 
leaf, and preparation is within the range represented by a 
set of samples in the custody of the United States Depart¬ 
ment of Agriculture in the District of Columbia m a con¬ 
tainer marked ‘‘Original Official Cotton Standards of the 
United States, American Upland, No. 2 or Strict Good Mid¬ 
dling. effective August 20. 1936.” 

No. 3 (or Good Middling ).—No. 3 or Good Middling shall 
be American upland cotion which in color, leaf, and prepa¬ 
ration is within the range represented by a set of samples in 
the custody of the United States Department of Agriculture 
in the District of Columbia tn a container marked “Orl- 
ginal Official Cotton Standards of the United States. Ameri¬ 
can Upland. No. 3. or Good Middling, effective August 20. 
1936." 

No. 4 (or Strict Middling) .—No. 4 or Strict Middling shall 
be American upland cotton which in color, leaf, and prepa¬ 
ration is within the range represented by a set of samples in 
the custody of the United States Department of Agriculture 
tn the District of Columbia in a container marked “Original 
Official Cotton Standards of the United States, Amcriran 
Upland. No. 4 or Strict Middling, effective August 20. 1936.** 
No. 5 (or Middling).— No. 5 or Middling shall be American 
upland cotton which In color, leaf, and preparation is within 
the range represented by a set of samples in the custody of 
the United States Department of Agriculture in the District 
of Columbia In a container marked “Original Official Cotton 
Standards of the United States, American Upland. No, 5 or 
Middling, effective August 20. 1936." 

No. 6 (or Strict Laic Middling) .—No. 6 or Strict Low Mid¬ 
dling shall be American upland cotton which In color, leaf, 
and preparation is within the range represented by a set of 
samples in the custody of the United States Department of 
Agriculture In the District of Columbia in a container 
marked “Original Official Cotton Standard* of the United 
States. American Upland, No. 6 or Strict Low Middling, 
effective August 20, 1936." 

No. 7 tor Low Middling).—No. 7 or Low Middling shall be 
American upland cotton which in color, leaf, and preparation 
is within the range represented by a set of samples in the 
custody of the United States Department of Agriculture in 
the District of Columbia in a container marked “Original 
Official Cotton Standards of the United States. American 
Upland, No. 7 or Low Middling, effective August 20, 1936/ 

No. 8 (or Strict Good Ordinary ).—No. 8 or Strict Good 
Ordinary shall be American upland cotton which In color, 
leaf, and preparation is within the range represented by a 
set of samples in the custody of the United States Depart¬ 
ment of Agriculture in the District of Columbia in a con¬ 
tainer marked “Original Official Cotton Standards of the 
United States. American Upland. No. 8 or Strict Good 
Ordinary, effective August 20. 1936." 

No. 9 tor Good Ordinary ).—No. 9 or Good Ordinary shall 
be American upland cotton which in color, leaf, and prepara¬ 
tion is within the range represented by a set of samples in 
the custody of the United States Department of Agriculture 
in the District of Columbia in a container marked “Original 
Official Cotton Standards of the United States. American 
Upland. No. 9 or Good Ordinary, effective August 20. 1936. 

. EXTRA WHITE COTTON 

No. 3 Extra White tor Good Middling Extra White).— No. 
3 Extra White or Good Middling Extra White shall 
American upland cotton which In leaf and preparation »s 
No. 3 or Good Middling, but which is whiter than No. 3 or 
Good Middling. 
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So. 4 Extra White (or Strict Middling Extra White)*— 
No. 4 Extra White or Strict Middling Extra White shall be 
American upland cotton which in leaf and preparation Is 
No. 4 or Strict Middling, but which is whiter than No. 4 or 
Strict Middling. 

So. 5 Extra White (or Middling Extra White) .—No. 5 
Extra White or Middling Extra White shall be American 
upland cotton which in leaf and preparation is No. 5 or 
Middling, but which is whiter than No. 5 or Middling, 

So. 6 Extra White (or Strict Low Middling Extra White ) 4 — 
No. 6 Extra White or Strict Low* Middling Extra White shall 
American upland cotton which in leaf and preparation is 
No. 6 or Strict Low Middling, but which Is whiter than No. 6 
or Strict Low Middling. 

So. 7 Extra White <or Low Middling Extra White), —No. 7 
Extra White or Low Middling Extra White shall be American 
upland cotton which in leaf and preparation is No. 7 or 
low Middling, but which is whiter than No. 7 or Low 
Middling. 

So. 8 Extra White (or Strict Good Ordinary Extra 
White) .—No. 8 Extra White or Strict Good Ordinary Extra 
White shall be American upland cotton which in leaf and 
preparation. Is No. 8 or Strict Good Ordinary, but which is 
whiter than No. 8 or Strict Good Ordinary. 

So. 9 Extra White (or Good Ordinary Extra White) 

No. 9 Extra White or Good Ordinary Extra White be 

American upland cotton which in leaf and preparation is 
No. 9 or Good Ordinary, but which ts whiter than No. 9 or 
Good Ordinary. 


S POT TED COTTON 

So. 3 Spotted (or Good Middling Spotted),— No. 3 Spotted 
or Good Middling Spotted shall be American upland cotton 
which in leaf and preparation is No. 3 or Oood Middling, but 
which In color ts between No. 3 or Oood Middling and No. 3 
Tinged or Good Middling Tinged. 

So. 4 Spotted (or Strict Middling Spotted). —No. 4 Spotted 
or Strict Middling Spotted shall be American upland cotton 
which in leaf and preparation Is No. 4 or Strict Middling, but 
which In color is between No. 4 or Strict Middling and No. 4 
Tinged or 8trict Middling Tinged. 

So. 5 Spotted (or Middling Spotted) .—No. 5 8potted or 
Middling Spotted shall be American upland cotton which in 
leaf and preparation Is No. 5 or Middling, but which in color 
Is between No. b or Middling and No. 5 Tinged or Middling 
Tinged. 

So. 6 Spotted (or Strict Low Middling Spotted) ^-No. 6 
Spotted or Strict Low Middling Spotted shall be American 
upland cotton which in leaf and preparation Is No. 6 or 
Strict Low Middling, but which In color is between No. 6 or 
Strict Low Middling and No. 6 Tinged or Strict Low Middling 
Tinged. 

So. 7 Spotted (or Low Middling Spotted) No. 7 spotted 
or Low Middling Spotted shall be American upland cotton 
which In leaf and preparation Is No. 7 or Low Middling, but 
which In color is between No. 7 or Low Middling and No. 7 
Tinged or Low Middling Tinged. 


tinged COTTON 


YELLOW STAINED COTTOW 


No. 3 Tinged <or Good Middling Tinged). —No. 3 Tinged or 
Good Middling Tinged shall be American upland cotton which 
in leaf and preparation is No. 3 or Good Middling, but which 
in color is within the range represented by a set of samples in 
the custody of the United States Department of Agriculture in 
the District of Columbia In a container marked “Orlglmti 
Official Cotton Standards of the United States, American 
Upland. No. 3 Tinged or Good Middling Tinged, effective 
August 20. 1936." 

So. 4 Tinged (or Strict Middling Tinged).— No. 4 Tinged 
or Strict Middling Tinged shall be American upland cotton 
which In leaf and preparation Is No. 4 or Strict Middling, but 
which in color Is within the range represented by a set of 
samples In the custody of the United States Deportment of 
Agriculture in the District of Columbia In a container marked 
Original Official Cotton Standards of the United States. 
American Upland. No. 4 Tinged or Strict Middling Tinged! 
effective August 20. 1936/' 


So. 5 Tinged (or Middling Tinged).— No. 5 Tinged or Mid¬ 
dling Tinged shall be American upland cotton which In leal 
and preparation is No. 5 or Middling, but which in color la 
within the range represented by a set of samples in the cus¬ 
tody of the United States Department of Agriculture in the 
District of Columbia In a container marked “Original Official 
Cotton Standards of the United States, American Upland, 
No. 5 Tinged or Middling Tinged, effective August 20, 1936.“ 

No. 6 Tinged (or Strict Low Middling Tinged) .—So, C 
Tinged or Strict Low Middling Tinged Khali be American up¬ 
land cotton which In leaf and preparation ts No. 6 or Strict 
Low Middling, but which in color is within the range repre¬ 
sented by a set of samples in the custody of the United States 
Department of Agriculture in the District of Columbia in a 
container marked “Original Official Cotton Standards of the 
United States. American Upland. No. 6 Tinged or Strict Low 
Middling Tinged, effective August 20. 1936." 

So. 7 Tinged (or Low Middling Tinged).— No. 7 Tinged or 
Low Middling Tinged shall be American upland cotton which 
in leaf and preparation is No. 7 or Low Middling, but which In 
color within the range represented by a set of samples In the 
custody of the United States Department of Agriculture In 
me District of Columbia in a container marked “Original 
Official Cotton Standards of the United States. American Up- 

20 1936°- TUl8Cd ° r 1419 ***** effective August 


So. 3 Yellow Stained (or Good Middling Yellow Stained )._ 

No 3 Yellow Stained or Good Middling Yellow Stained shall 
be American upland cotton which In leaf and preparation Is 
No. 3 or Good Middling, but which in color Is deeper than 
No. 3 Tinged or Good Middling Tinged. 

So. 4 Yellow Stained (or Strict Middling Yellow Stained), _ 

No 4 Yellow Stained or Strict Middling Yellow Stained shall 
be American upland cotton which in leaf and preparation is 
No. 4 or Strict Middling, but which in color is deeper than 
No. 4 Tinged or Strict Middling Tinged. 

No. 5 Yellow Stained <or Middling Yellow Stained). _No. 5 

Yellow Stained or Middling Yellow Stained shall be American 
upland cotton which In leaf and preparation Is No. 5 or 
Middling, but which In color is deeper than No. 5 Tinged or 
Middling Tinged. 

CXAY COTTON 

No. 3 Gray (or Good Middling Gray).— No. 3 Gray or Good 
Middling Gray shall be American upland cotton which In 
leaf and preparation Is No. 3 or Good Middling, but which is 
more gray In color than No. 3 or Good Middling and no 
darker in color than the dullest bale in No. 6 or Strict Low 
Middling. 

No. 4 Gray (or Strict Middling Gray). —No. 4 Gray or Strict 
Middling Gray shall be American upland cotton which in leaf 
and preparation Is No. 4 or Strict Middling, but which is more 
gray In color than No. 4 or Strict Middling and no darker 
In color than the dullest bale in No. 7 or Low Middling. 

So. 5 Gray (or Middling Gray). —No. 6 Gray or Middling 
Gray shall be American upland cotton which In leaf and 
preparation Is No. 5 or Middling, but which is more gray in 
color than No. 5 or Middling and no darker In color than 
the dullest bale in No. 8 or Strict Oood Ordinary. 

GENERAL 

American upland cotton which In color, leaf, and prepa¬ 
ration is within the range of the standards established by 
this notic e, but which contains a combination of color, leaf, 
and preparation not within any one of the definitions herein 
6et out, shall be designated according to the definition which 
Is equivalent to, or If there be no exact equivalent is next 
below, the average of all the factors that determine the 
grade of the cotton: Provided, That in no event the 
grade assigned to any cotton or sample be more than one 
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grade higher than the grade classification of the color or 
leaf contained therein. 

Effective as specified In the first paragraph hereof, this 
notice shall supersede the public notice of July 30, 1923, 
establishing official cotton standards of the United States 
for grades and colors of American upland cotton and the 
public notice of the Secretary of Agriculture dated August 
10. 1932, establishing official cotton standards of the United 
States for Extra White cotton. 

In testimony whereof I have hereunto set my hand and 
caused the official seal of the Department of Agriculture 
to be affixed. In the City of Washington, this 20th day of 
August 1935. 

[seal] H* A. Wallace. 

Secretary of Agriculture. 

|F. R Doc. 1147—Filed. July 8. 1930; 13:12 p. m-1 


Bureau of Entomology and Plant Quarantine. 

NOTICE Or QUARANTINE NO. CO <REVISED) 

Hawaiian and Puerto Rican Quarantine Covering 
Sand. Soil, or Earth, With Plants 

introductory note 

Notice of Quarantine No. 60 originally prohibited the 
movement of plants In soli from the Territories of Hawaii 
and Puerto Rico to the mainland. Information accumulated 
since this quarantine was first promulgated indicates that, 
under satisfactory safeguards, plants in soil originating in 
the Territories of Hawaii and Puerto Rico may be carried by. 
and may remain on. vessels for ornamental purposes while 
such vessels are in mainland waters, without risk of spread¬ 
ing the pests named in the quarantine. The present revi¬ 
sion of Notice of Quarantine No. 60 makes provision for re¬ 
tention of potted plants on board vessels from Hawaii and 
Puerto Rico when evidence is presented satisfactory to the 
plant quarantine inspector that the soil about the plants 
has been so sterilized or otherwise treated that pest risk is 
eliminated, that it is of such nature that there Is no pest 
risk, or that the safeguards erected around such soil are 
adequate to preclude pest escape. 

Lee A. Strong, 

Chief. Bureau of Entomology and Plant Quarantine. 


Whereas the Secretary of Agriculture, after holding the re¬ 
quired public hearing, did Issue Notice of Quarantine No. 60. 
on February 19. 1926, in order to prevent the spread of certain 
injurious insects named therein, and did declare therein, un¬ 
der the authority of the Plant Quarantine Act of August 20. 
1912 (37 Stafc. 315) as amended, that sand (other than clean 
ocean sand). soil, or earth around the roots of plants, should 
not be shipped, offered for shipment to a common carrier, re¬ 
ceived for transportation or transported by a common carrier, 
or carried, transported, moved, or allowed to be moved from 
the Territories of Puerto Rico and Hawaii, into or through 
any other State or Territory or District of the United States; 

And whereas it is now believed that plants in sand. soil, 
or earth originating in Hawaii or Puerto Rico, which are 
carried for ornamental purposes on vessels entering the terri¬ 
torial waters of continental United States, may be allowed 
to remain on board, under certain conditions and safeguards, 
without risk of spreading the pests named in the said 
Notice of Quarantine No. 60. and that it should be revised 
accordingly; 

Now. therefore. I, M. L. Wilson. Acting Secretary of Agri¬ 
culture, under authority of said Plant Quar an ti n e Act of 
August 20. 1912, the required public hearing having been 
duly given, and having determined that it is necessary to 
quarantine the Territories of Hawaii and Puerto Rico to pre¬ 
vent the spread, by means of sand, soli, or earth about the 
roots of plants, of Immature stages of certain injurious in¬ 


sects, including Phyllovhaga spp. (white grubs), Phytalus 
sp„ Adoretus sp.. and of several species of termites or whiU- 
ants, new to and not heretofore widely prevalent or dis¬ 
tributed within and throughout the United States, do quar¬ 
antine the said Territories of Hawaii and Puerto Rico, effec¬ 
tive on and after September 1, 1936. Thereafter, pursuant 
to the provisions of the said act of August 20, 1912, sand 
(other than clean ocean sand), soil, or earth around the 
roots of plants, shall not be shipped, offered for shipment 
to a common carrier, received for transportation or trans¬ 
ported by a common carrier, carried, transported, moved, 
or allowed to be moved from the Territories of Hawaii and 
Puerto Rico into or through any other State. Territory, or 
District of the United States: Provided. That this prohibi¬ 
tion shall not apply to sand, soil, or earth around the root* 
of plants which are carried, for ornamental purpose*, cm 
vessels into mainland ports of the United States and which 
are not Intended to be landed thereat, when evidence is pre¬ 
sented satisfactory to the inspector of the Bureau of Ento¬ 
mology and Plant Quarantine of the Department of 
Agriculture (a) that such sand, soil, or earth has been so 
processed or is of such nature that no pest risk is involved, 
or (b> that the plants with sand, soil, or earth around them 
arc maintained on board under such safeguards as will pre¬ 
clude pest escape. 

The prohibition of this quarantine shall not apply to the 
movement of sand. soil, or earth around the roots of plant* 
moved from the Territories of Hawaii and Puerto Rico for 
experimental or scientific purposes by the United States De¬ 
partment of Agriculture. 

Effective September 1. 1936. this notice of quarantine re¬ 
vises and supersedes Notice of Quarantine No. 60. approved 
February 19, 1926. which became effective March 1. 1926 

Done at the city of Washington this 14th day of August 
1936. 

Witness my hand and the seal of the United 8tates Depart¬ 
ment of Agriculture. 

[seal] M. L. Wilson, 

Acting Secretary of Agriculture. 

[F. R Doc. 1737— Filed, August 14. 1936; 13:35 p. m.J 


DEPARTMENT OP COMMERCE 


Bureau of Fiahcrics. 

No. 251-23-6 

Alaska Fishery Regulations 

August 15. 1936. 

By virtue of the authority contained in the act of June 26, 
1906 (34 6tat. 478. 480), as amended by the act of June 
6. 1924 (43 Stat. 464), as amended by the act of June 18, 
1926 (44 Stat. 752), as amended by the act of April 16. 1934 
<48 Stat. 594), the regulations for the protection of the 
fisheries of Alaska published in Department of Commerce 
Circular No. 251, twenty-second edition, issued under date 
of February 8, 1936, arc hereby amended by the following 
regulations: 

Goutiiraston Alaska Ajuca 


WtSTEEN DISTRICT 


Salmon /tjhery.—Regulation No. 7 I* amended so %• to permit 
commercial fishing for salmon from a true line eastward from tne 
southeastern extremity of Point Oouverden south to 58 degree* 
north latitude until 6 o'clock postmeridian August 17. 

• 

EASTERN DISTRICT 


Salmon /Irlirry—«<*ul»Uon No 8 to unmded so *• «o permit 
commercial flailing for salmon south of 37 degrees north latitude 
until 6 o'clock postmeridian August 17. 

South Trimble. Jr.. 
Acting Secretary of Commerce. 


[seal] 


IF. B. Doc. 1751—Filed, August 17. 1936. 11:02 a. m l 
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federal housing administration. 

The Modernization Credit Plan 


HEfTULATIONS FOR THE GUIDANCE OF ALL INSURED INSTITUTIONS 
OPERATING UNDER THE FROVtSION8 OF TITLE I OF THE NATIONAL 
HOUSING ACT. AS EXTENDED* 


{Th««e Regulations nupcmetle ail previous Title I Regulation* *| 
Regulation No. 1 
(Applicable to all Section 2 loans 1 

Promissory notes must be signed by an owner of the real 
property to be improved, or by a lessee thereof under a lease 
i xpirtng not less than six months after the maturity of the 
loan, and must be in form generally considered to be valid 
and enforceable in the jurisdiction in which they are issued. 
In addition to owners in fee. owners of real property include 
life tenants and persons holding an equity under a mortgage, 
trust, or contract. 

(See Special Regulation No. 1 governing loans under Section ©.) 

Question No. la .—Reference Is made to installment notes 
and installment payments throughout the Regulations. 
Questions and Answers and Interpretations pertaining 
thereto. Is it Intended that Insured Institutions using any 
other form of obligation or a plan whereby deposits are 
made to an account or a fund which is used to liquidate a 
note at maturity (similar to the practice followed by indus¬ 
trial banks in many jurisdictions) be allowed to continue to 
use such methods of procedure, and will such obligations be 
eligible for insurance? 

Ansioer. —Yes. Wlienever the word “note" is used, it is 
Intended to refer to a note. bond, mortgage, or other evidence 
of indebtedness. Whenever the word "payment" la used, the 
intent is to Include a deposit for an account or a fund. Notes 
which provide for a deposit to be made in an account or a 
fund to be used to liquidate a note at maturity are eligible for 
insurance, and for the purpose of these Regulations any In¬ 
terest paid on such deposit account should be deducted from 
the charge paid by the borrower on the notes In determining 
whether the net charge to him is within the maximum per¬ 
mitted. 

The term "installment payment” includes a method of pro¬ 
cedure under which a borrower from an institution such as a 
building and loan association subscribes for shares on re¬ 
ceiving a loan, and pays for such shares on an Installment 
basis, the shares to be finally cancelled out against the loan. 
Where this method Is used and the shares do not pay a 
fixed return, the charge to the borrower may be figured on 
the basis of the average return on such shares during the 
preceding three years. 

In order that an insured institution may be entitled to 
make claim under the Contract of Insurance for the full 
unpaid balance on a note on which one or more payments 
are In default, it is necessary that the institution have made 
demand upon the borrower for payment in full. Notes 
must, therefore, contain a provision for acceleration of 
maturity upon default, either automatically, or at the option 
of the holder. 

Question No. lb .—Will notes in a series be eligible for 
insurance on the same basis as a single serial note calling 
for equal monthly Installments? 

Ansioer.—Yes. A series of notes, taken on one trans¬ 
action. each calling for an equivalent monthly payment, 
will be eligible for insurance where each note states on its 
face that it is one of a series of notes signed by the same 
maker. Unless the note shows on its face that it is one of 
a series, it will not be eligible for insurance. 

Question No. lc. —Is a forged note "valid and enforceable” 
within the meaning of the term as used In this Regulation? 

Answer.—Yes. Regulation No. 1 provides that promissory 
notes must be in form generally considered to be valid and 
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enforceable In the jurisdiction in which they are issued, 
nils refers only to the form of the note and not to the au¬ 
thenticity of the note as executed. If an insured institution 
uses a form of note which it knows to be valid and enforce¬ 
able. or one which Is generally considered to be valid and 
enforceable, the insured Institution may make advances on 
such form of note. 

The fact that a note is forged will not disqualify it if taken 
by the insured institution in good faith. Forgery of one of 
these notes or falsification of the Credit Statement consti¬ 
tutes a Federal offense under the National Housing Act. 
subjecting the offender to a fine of not more than $5,000 
or to imprisonment for not more than two years, or both. 
This does not remove from an insured institution the duty of 
discovering the authority of an agent, as such, signing a note, 
or the legal capacity of the signer of the note to borrow. 

Question No. Id .—What about the effect of interest rate 
statutes? 

Answer .—In most Jurisdictions, violations of Interest rate 
statutes do not affect the validity or enforceability of notes; 
and any such violation, it upheld In an action at law. would 
not disqualify a note previously reported for Insurance. In a 
few jurisdictions, a technical legal doctrine prevails, under 
which a financial Institution does not recover upon the note 
itself If the note is in violation of interest laws, but rather 
proceeds upon the theory that it is collecting upon a general 
obligation to repay money advanced. Where such a doctrine 
as this prevails, the note likewise is not considered invalid or 
unenforceable. 

(See Special Question and Answer No. !e governing loans under 
Section 6.) 

Regulation No. 2 

(Applicable only to loans of 42.000 or leas) 

An advance of credit, to be eligible for Insurance, must not 
Involve a principal amount In excess of $2,000 'exclusive 
of financing charges to the borrower) unless made for the 
purposes set forth in Regulation No. 24. 

Question No. 2a.—In what cases does the $2,000 maxi¬ 
mum limitation apply? 

Answer .—Loans up to $2,000 on all types of properties 
are eligible for insurance, if they comply with the regulations. 
Loans above $2,000 may be made only for the purpose of 
alterations, repairs, and additions upon real property al¬ 
ready improved by Class A properties, viz., apartment or 
multiple-family houses, hotels, office, business or other 
commercial buildings, hospitals, orphanages, churches, col¬ 
leges, schools, or manufacturing or industrial plants, or im¬ 
proved by some other type of structure which is to be 
converted into one of the foregoing types of property; and 
for the purchase and installation of equipment and ma¬ 
chinery on such Class A property. Loans for alterations, 
repairs, and additions upon improved Class B properties 
may not exceed $2,000. No variation from this limitation 
is permissible, since the amendment to Title I of the Na¬ 
tional Housing Act explicitly defines the types of buildings 
in connection with which loans in excess of $2,000 may be 
insured. This is not a matter of discretion with the 
Administrator. 

Question No. 2b .—May more than one note or one senes 
of notes be executed to cover repairs, alterations, and additions 
upon a single piece of property? 

Answer. —Yes. Any number of notes may be executed to 
cover repairs, alterations, and additions upon any number of 
pieces of property, but not more than $2,000 may be expended 
on any single piece of property, unless the property is a 
Class A property. However, when the net proceeds to the 
borrower are $2,000 or a lesser amount which, plus the charge 
to him for financing, would exceed $2,000, It is not necessary 
to take a separate note for the financing charge. Regulation 
No. 2 is directed to the net proceeds received by the borrower 
and not to the face amount of the obligation. 

Question No. 2c ,—Where a loan reported for Insurance in 
connection with Class B property has been paid off In whole 
or In part, will another loan to be expended on the same 
property he eligible far Insurance? 
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Anstocr. —Yes. Under Regulation No. 2 an additional loan 
may be made if the new loan, plus the aggregate unpaid 
balance on the loan previously reported for insurance in con¬ 
nection with the property in question, docs not exceed $2,000. 

Regulation No. 3 
(Applicable to all io*na] 

A note will be eligible for insurance if the total payment to 
be made by the borrower for Interest, discount, and fees of 
all kinds in connection with the transaction Is not in excess 
of an amount equivalent to $5 discount per $100 original 
face amount of a one-year note to be paid In equal monthly 
installments, calculated from the date of the note. This 
charge Is a permitted maximum and not a mandatory rate, 
and a loan at any low’er rate is eligible for insurance and 
such charge correctly based on tables of calculations issued 
by the Federal Housing Administrator is deemed to comply 
with this Regulation. 

Question No. 3a.— Where an insured institution purchases 
or takes a qualified note but retains part of the purchase 
price or proceeds of the note as security for payment of it 
by the borrower, may' the institution retain the total finance 
charge calculated on the face amount of the note? 

Armrer,—No. If the insured institution takes the maxi¬ 
mum charge permitted by Regulation No. 3. but does not 
advance the entire proceeds of the note, this will increase 
the ratio of gross return to the institution on the average 
balance of the insured institution's funds outstanding during 
the period of the loan. and. therefore. If an insured institu¬ 
tion retains a hold-bark It must consider this in calculating 
the finance charges which it collects. The difference be¬ 
tween the finance charges calculated on the face amount 
of the note and the finance charges calculated on the 
amount advanced by the insured institution must be credited 
to the account of the dealer or contractor from whom the 
note was purchased. See also Question and Answer No. 14h. 

Question No. 35.—Does Regulation No. 3 mean that an 
Insured institution may charge the borrower $5 per $100 
face amount of the note for each year the loan is out¬ 
standing? 

Answer. —No. It means that for a job costing $95. a one- 
year installment note could have a face amount of $100 and 
the total charge to the borrower could not exceed $5. the 
borrower to make monthly installment payments of $8.34 
<with adjustment on last payment). This charge on a 
one-year note, non-interest-bearing and payable in monthly 
Installments, establishes the basis of charge which may not 
be exceeded on notes with other maturities. This is a 
ratio of 0.097166 between the total charge and average 
amount outstanding on the debt. This is fully explained in 
the Tables of Calculations as follows: 

TABLES or CALCULATIONS 

An insured institution may use any method it desires to 
calculate the maximum charge permitted on the amount ad¬ 
vanced to the borrower for the actual period of the loan. 
However, the following factors may be used to facilitate 
handling of notes under the Modernization Credit Plan. In 
the center column are figures from 6 to 60 for each possible 
monthly maturity that may be used for such a note. In 
the right hand column ore Discount Factors. The face 
amount of a discount note, multiplied by the Discount Fac¬ 
tor for any maturity desired, will give the maximum per¬ 
missible amount of discount that may be charged the bor¬ 
rower. In the left hand column are Gross Charge Factors. 
The amount of cash proceeds desired (the principal sum the 
borrower wants), multiplied by the Gross Charge Factor 
for any maturity, will give the maximum permissible amount 
of interest and fees that may be charged. 

OPERATION or THE DISCOUNT FACTOR 

A discount of $5 on a $100 note for a period of one year, 
with provision in the note for monthly installment pay¬ 
ments. gives a ratio of 0.097166 of total charge paid by 
borrower to average amount outstanding on the debt dur¬ 
ing the period of the loan. This is the maximum charge 


under the Regulations of the Administrator that may be ob¬ 
tained from the borrower on a note of any amount, of any 
maturity, and regardless of the number of Installment pay¬ 
ments. The same limit as to the ratio of 0.097166 of total 
charge paid by the borrower to average amount outstand¬ 
ing on the debt would apply to a farmer note providing for 
less than 12 installments a year, or to a note providing for 
more than 12 installments a year. 

On a one-year note, of course, the Discount Factor Is 0.05. 
On a 24-month note, however, the Discount Factor U 
0.091912: 36-month note. 0.130282, etc. The Discount Fac¬ 
tor for each maturity from 6 to 60 months is given in the 
table herewith. On a discount note of $1,000 face amount, 
the amount of discount for 12 months would be $50; for 24 
months, $91.91; for 36 months. $130.28. 


OPERATION or THK GROSS CHARGE FACTOR 

An insured Institution, desiring to ascertain the maximum 
amount of interest and fees it would be permissible to charsc 
the borrower on any principal sum in order not to exceed the 
ratio of 0.097166 of total charge to the borrower to average 
amount outstanding on the debt during the period of the loan, 
can do so by using the Gross Charge Factor. Tlius on a one- 
year note the Gross Charge Factor is 0.052632; on a 24-month 
note. 0.101215; on a 36-month note, 0.149798. The Gross 
Charge Factor for each maturity from 6 to 60 months Is given 
in the tables herewith. Thus by taking a $950 advance and 
multiplying by the proper Gross Charge Factor the amount of 
interest and fees allowed for 12 months will prove to be $50; 
for 24 months, $96.15; for 36 months, $142.31. 


Gross Charge Factor 
l based on $1 of net 
proceeds ) 
0.028340 
. 032389 
.03643? 
.040488 
, 044534 
.048583 
. 052032 
.056680 
.060729 
.064778 
.068826 
.072876 
. 076924 
.080971 
.085020 
.089068 
.093117 
.097166 
.101215 
. 105263 
. 109312 
. 113360 
.117408 
. 121457 
. 125506 
. 129554 
. 133603 
. 137651 
.141700 
. 146748 
. 149798 
. 163846 
. 157895 
. 161944 
. 165993 
. 170041 
. 174089 
.178138 
. 182187 
. 186235 
. 190283 
. 194332 
. 198381 
. 202429 
. 206478 
.210526 
.214575 
.218623 
.222672 
.226720 
.230769 
.234818 
.238866 
.242015 
.246964 


Number of monthly 
instailment payments in 
which loan is to be repaid 
6 

7 

8 

9 
10 
1! 

12 

IS 

14 

15 

16 

17 

18 

10 
20 
21 
22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 
40 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 
00 


ZKscourtf Factor 
(based on $1 of face 
amount) 

0.027559 
.031373 
.035156 
.038911 
.042636 
.046332 
.050000 
.053640 
.057252 
.000837 
.064394 
.007925 
.071429 
.074906 
.078358 
.081784 
.085185 
.088561 
.091912 
.095238 
09B540 
.101818 
.105072 
108303 
.111511 
.114695 
.117857 
.120990 
.124113 
,127208 
.130282 
.133333 
.136301 
.139373 
.142361 
.145329 
. 148276 
. 151203 
.154110 
. 156097 
.150864 
.162712 
.165541 
.108350 
.171141 
,173913 
.170007 
.179402 
.182119 
.184618 
.187500 
.190104 
.192810 
.195440 
.108052 
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Tables are available for the use of savings, building and 
loan associations, cooperative banks, and similar institu¬ 
tions, covering loans with maturities up to 15 years, or ISO 
months, only the first five years of which will be covered by 
insurance. Copies of these tables may be obtained upon 
request from the Federal Housing Administration. 

Tables are also available setting forth Discount and Gross 
Charge Factors based on discounts of $3. $3.50, $4. and $4.50 
per $100 original face amount of a one-year note to be paid 
in equal monthly installments. These are provided so that 
institutions desiring to charge less than the maximum per¬ 
mitted rate will have no difficulty In calculating the finance 
charge to be taken. The rate set forth in Regulation No. 3 
Is purely a maximum rate, and It is urged by the Adminis¬ 
trator that a lower rate be used whenever compatible with 
the circumstances surrounding the loan. 

Question No. Sc< —If security, such as a mortgage, Is taken, 
may the actual costs of title search, appraisal, etc„ be charged 
the borrower in addition to the charge permitted? 

Answer. —No. Any such costs as these must be Included 
within the maximum permitted charge to the borrower. 

Question No. 3d. —Where an Insured institution requires 
that a dealer or manufacturer, from whom it purchases 
notes, present a credit report on the borrower at the deal¬ 
er's or manufacturer’s expense, will such a requirement be 
considered to Increase the finance charge received by the 
insured institution? 

Answer. —No. If the cost of the credit report on the bor¬ 
rower is not passed on to him. either directly or indirectly, 
the cost of such report need not be considered in calculating 
the finance charge taken. 

Question No. 3c. —Although the standard formula for de¬ 
termining the charge to the borrower contemplates a 
monthly installment note, is it Intended that the same re¬ 
sulting ratio shall apply in the case of a note on which there 
is only one payment (or any number more or less than 12) 
per year, as in the case of a farmer or a producer of live¬ 
stock who is making payments in accordance with the dates 
on which his income is received? 

Answer. —Yes. The same ratio of 0.097166 between total 
charge to the borrower and average amount outstanding on 
the debt applies as a maximum which must not be exceeded. 
It Is suggested that an interest-bearing note, at the lowest 
rate compatible with the locality and credit conditions, should 
be used where a note calls for seasonal payments. 

Questicm No. 3/.—May an insured institution moke a 
charge on a basis other than that set forth in the Tables 
of Calculations? 

Answer. —Yes. An insured institution may calculate its 
charges by any method it desires, provided that the total 
cost to the borrower does not exceed the maximum ratio 
permitted by Regulation No. 3. Thus, for instance, an in¬ 
stitution may take a note which calls for the payment of 
6% Interest on the decreasing balances and also assess the 
borrower for a commission, or for recording or filing fees, 
etc. If the total charge to the borrower at the rate of 
interest stated In the note, plus the additional fees which 
the borrower is required to pay to any person, do not ex¬ 
ceed the maximum ratio permitted by Regulation No. 3, a 
note will be eligible for insurance, provided that It other¬ 
wise compiles with the Regulations. 

Question No. 3p.—May an Insured institution pay the 
proceeds of a note either In full or by installments to the 
contractor, supplier, or anyone else to whom It is directed 
by the borrower that payment be made? 

Ausuyt.—Y es. In fact. In many cases, this would be con¬ 
sidered very good practice to make sure that the proceeds 
arc being used for property modernization as agreed. 
Where the funds are to be disbursed in installments, the 
insured institution must consider the fact that the bor¬ 
rower does not obtain the use of the full sum represented 
b> the note as of the date of the note, when calculating the 
finance charge to be made. However, if the full amount of 
Hie advance is deposited In a special account for the bene¬ 
fit of the borrower, the full appropriate may be 


Rxctrumon No. 4 
(Applicable to all loons] 

Notes may provide for the payment by the maker of a late 
charge not to exceed five cents for each $1 of each payment 
more than 15 days in arrears, but not to exceed $5 in respect 
of any one such late payment. In lieu of. but not in addition 
to. the late charge, the note may provide for interest on 
overdue payments from the due date of the payment at a rate 
not to exceed the maximum legal rate permitted in the Juris¬ 
diction where the loan Is made. 

Question No. 4a.—May the late charge be collected more 
than once on any single Installment? 

Answer. —No. Where the late charge of five cents per $1 
for each payment more than 15 days in arrears Is contracted 
for. it may be assessed only once for any one particular pay¬ 
ment. and the total late charge so assessed on any one par¬ 
ticular payment may not exceed $5. However, if in lieu of 
a late charge the note calls for any rate of interest on a 
delinquent payment up to the highest legal rate in the juris¬ 
diction where executed, such interest may be collected from 
the borrower on any such delinquent payment (but not upon 
the whole remaining principal unless the whole note is ma¬ 
tured by such delinquency) from the date It came due and 
was not paid, until the date upon which it was paid. 

Question No. 4b .—Is it necessary to provide for the late 
charge in a note, or may it be provided for by separate agree¬ 
ment or arrangement ? 

Answer. —It is not necessary to provide for the late charge 
in a note. It may or may not be provided for by separate 
arrangement or agreement. The late charge is not com¬ 
pulsory. but the insured institution is permitted to make the 
charge provided for In Regulation No. 4 if it so desires. In 
the few jurisdictions in which the inclusion of such a charge 
in a note might affect the validity of the note, it is suggested 
that the collection of such a charge be effected in any manner 
suitable to the insured institution, or be waived if the institu¬ 
tion elects to do so. If no provision for late charges is con¬ 
tained in the note or in a collateral agreement, no claim for 
late charges may be made under the Contract of Insurance. 

Question No. 4c. —Is it definitely understood that the 
amount collected in the form of late charges is not Included 
in the maximum amount which a financial institution may 
charge the borrower for discount, interest, or fees? 

Answer .—Yes. The late charge is reimbursement to the 
institution for work involved in the handling of payments 
not made on the due dates and therefore may be collected 
only in those cases in which delinquency occurred. The 
maximum permitted charge to the borrower refers only to 
the financing charge on a note that is paid in accordance 
with its terms. 

Question No. 4d. —Will a provision In a note that interest 
on principal will be charged after the maturing of the entire 
balance of the loan by default or otherwise be construed to 
be in conflict with Regulation No. 4. if the note also provides 
for late charges or Interest on individual late payments? 

Answer .—No. Late charges are intended to provide for 
delinquency In the making of payments. It is not Intended 
that the late charge shall take the place of Interest on the 
principal after the maturity of the whole obligation. Thus, 
a provision for such interest will not conflict with the limita¬ 
tion set forth in Regulation No. 4. which refers only to 
interest or late charges taken on a specific installment for 
failure to make that payment on Its due date. 

Rxculation No. 5 
(Applicable to all loans I 

Notes may not have a final maturity in excess of five years, 
except in the case of savings, building and loan associations, 
cooperative banks, and similar institutions, where the ad¬ 
vances of credit of such institutions do not exceed $2,000. 

Question No. So. —Within what period is it advisable to 
have a note mature? 

Answer .—Preferably, notes should be liquidated within the 
life of the improvement or equipment for which credit is ob¬ 
tained. Insured institutions are given great latitude within 
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the limit set to determine the period which may be desir¬ 
able and proper In connection with the loans they make or 
the notes they may purchase. On the other hand, the 
maturity of the notes should not be set within a period of 
time so short that the installment payments of the borrower 
are in excess of an amount which he is currently able to 
pay from income. The judgment of the Insured institution 
in each particular case should determine the proper ma¬ 
turity for a particular loan. 

Question .Vo. 5b.—May the insurance wanted in any case 
exceed a period of five years beyond the date of the 
original transaction? 

Answer. —No. Even where a new note Is taken to liqui¬ 
date a previously insured obligation, as provided for in 
Regulation No. 19. the total insurance coverage granted 
shall not extend beyond live years from the date of the 
original note. Thus, if the original note had a maturity 
of five years and it became necessary to rewrite this note 
at the end of the fourth year on a smaller payment basis 
which would result in the new note having a maturity of 
three years, the insurance coverage on the new note would 
terminate at the expiration of one year from the date of 
the new note, or five years from the date of the original 
note. 

Question Vo. 5c.—What is the effect of the exception in 
Regulation No. 5? 

Answer .—Any institution may acquire a note with a term 
up to five years without applying for permission to the 
Administrator. In addition, the Administrator has made a 
special exception in the case of savings, building and loan 
associations, cooperative banks, and similar institutions, 
permitting them to acquire obligations eligible for insur¬ 
ance with a maturity longer than five years, for a period 
and at a rate of return not to exceed that of any standard 
existing plan of such institution, and provided that Regu¬ 
lation No. 3 is complied with. 

This ruling has been issued to make it possible for those 
Institutions, generally required by law to take mortgage 
security and further restricted in some cases as to the 
minimum term of years which may apply to their obliga¬ 
tions, to make Modernization Loans conforming with the 
Regulations of the Administrator. 

The Contract of Insurance shall apply to such long-term 
obligations only for a period of five years from the date 
the obligation is first executed, and any claim for loss must 
be made as the result of a default occurring at or within 
five years from the date of the obligation reported for 
insurance. 

It is suggested that in all cases where a mortgage institu¬ 
tion is already carrying an uninsured advance to a borrower 
who now wishes a further advance under the same mort¬ 
gage on an obligation eligible for insurance under Title I. 
whether for a period up to five years or for a longer period 
under the special exception permitted In Regulation No. 5. 
the mortgage Institution carry the insured loan in a separa- 
rate account on its books, so that there will be no confusion 
in auditing the account in case a claim is made under the 
Contract of Insurance. 

However, If a mortgage Institution wishes to carry both 
the uninsured and Insured advances under one mortgage 
and in one consolidated account, the Administrator will per¬ 
mit the practice but advises against it. 

Of course, the Insured loan must always be evidenced by a 
separate obligation. 

Where the two transactions arc carried in one account it 
will be assumed, for the purpose of computing the amount 
outstanding on the insured obligation in event of claim under 
the Contract of Insurance, that all payments received on the 
consolidated account subsequent to the date of the insured 
obligation were applied pro rata on both the insured and the 
uninsured obligations. 

Where a separate mortgage has been taken on an insured 
obligation, the Administrator will require, in event of a 
claim under the Contract of Insurance, that this mortgage be 
assigned to the Administrator. If one mortgage covers both 
an Insured and an uninsured obligation, the proceeds re¬ 


ceived through foreclosure in excess of all uninsured obliga¬ 
tions made prior to the Insured obligation and covered by the 
mortgage <but not exceeding the amount of the claim paid to 
the mortgage institution on the Insured obligation by the 
Administrator) must be forwarded to the Administrator. 

The Administrator imposes only one limitation under this 
special exception (this limitation does not apply where the 
loan in question is to be repaid within five years). The Ad¬ 
ministrator will not insure a portion of a greater advance 
made at the same time. This does not prohibit the insur¬ 
ance of a loan because of a previously existing debt covered 
by a mortgage, where the prior obligation was incurred in a 
bona fide independent transaction, and the Administrator 
will assume that. If the two transactions are six months 
apart, they are Independent; furthermore, this limitation 
will not be applied in cases where the mortgage executed at 
the time of the Modernization Loan also covers a note taken 
to refund an existing mortgage debt on the same property 
held by the lending institution or by a third party. Also, 
where a further advance is made by the insured institution 
at the same time as the Modernization Loan, for the purpose 
of paying off delinquent taxes or assessments, this limitation 
will not apply. 

Some institutions covered by this special exception of the 
Administrator are now charging financing rates within the 
maximum permitted by the Regulations. Such an institu¬ 
tion may check its charges against the maximum permitted. 
The Gross Charge Factor Table set forth under Regulation 
No. 3, and Question and Answer No. 3b, has been extended 
to cover a period of 180 months. To determine whether an 
obligation complies with Regulation No. 3. it will be neces¬ 
sary only to multiply the net proceeds by the appropriate 
Gross Charge Factor. By net proceeds is meant the net 
amount received by the borrower after deduction of all ex¬ 
penses paid by. or chargeable to. the borrower Incident to 
the securing of the loan. If the borrower is not required 
to pay. whether as principal, interest, fees, or charges of am' 
kind, an amount in excess of the net proceeds received by 
him plus the gross charge calculated thereon os above, the 
obligation will comply with Regulation No. 3. If an insti¬ 
tution is In doubt about the compliance of its plan with 
Regulation No. 3, it may send to the Federal Housing Ad¬ 
ministration a statement of its plan accompanied by a 
specific example, and the Administration will examine them 
and notify the institution whether they are In compliance. 

Question No. Sd .—May savings, building and loan associa¬ 
tions, cooperative banks, and similar institutions take notes 
with maturities in excess of five years, where the advance of 
credit exceeds $2,000? 

Answer .— No. The permission to take notes with maturi¬ 
ties in excess of five years is strictly limited to the cases where 
the advance of credit does not exceed $2,000. 

Question No. 5e.—Will an obligation calling for 60 monthly 
payments, with the first payment falling due two calendar 
months or less from the date of the note, be eligible for in¬ 
surance? 

Answer. —Yes. Where an obligation calls for not more than 
60 monthly payments, and the first payment is within the 
limits prescribed by Regulation No. 6, the obligation will be 
deemed to comply with Regulation No. 5. 

Regulation No. 6 
|Applicable to all loans) 

Notes must be payable in equal monthly, remimonthly. or 
weekly installments. The final installment may be slightly 
more or less than the other installments, subject to such 
exceptions as may be made by the Administrator. Notes 
may not provide for a first payment less than six days nor 
more than two calendar months after the date of the note. 
However, if the Income of the maker is received in the 
form of proceeds from the sale of agricultural crops or 
livestock, a note may be made payable in installments corre¬ 
sponding to income periods shown on the Credit Statement. 
Even in such cases at least one payment must be made 
yearly, however, and the proportion of total principal to 
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be paid In later years must not exceed the pr o por t ion of 
total principal payable in earlier years. 

Question No. 6a .—What is the reason for the general 
requirement that payments be made In equal periodic 
installments? 

Answer. —Loans mode under Title I are to cover the 
recurrent costs that occur in maintaining real estate in 
good condition and repair, and to amortize the cost of the 
installation of eligible equipment and machinery. Periodic 
payments tend to induce the borrower to m*kf* provision for 
the installments from income. Although for the sake of 
convenience the final payment may be slightly less than 
the others, thus changing the ratio of the charge to the 
borrower to the average amount outstanding on the debt 
over the maximum set by Regulation No. 3. this will not 
afreet the insurance coverage. 

Question No. 6b. —May the date of the first installment 
and subsequent payments be arranged to coincide with the 
day on which It will be most convenient for the borrower to 
meet his payments? 

Answer .—Yes. The date fixed for the start of the periodic 
payments should be made agreeable to the borrower. An 
insured institution may arrange the first payment anywhere 
from six days to two calendar months from the date the 
note Is made, but thereafter each payment should be made 
on a regular schedule figured from the date of the first pay¬ 
ment. Although the tune elapsing between the date of the 
note and the date set for the first payment may slightly in¬ 
crease the ratio of the charge to the amount outstanding 
on the debt over the maximum set In Regulation No. 3, this 
will not affect the insurance coverage. 

Question No. 6c. —Must on insured institution permit pre¬ 
payment of a note? 

Answer. —No; but It is desirable to do so. 

Question No. 6d. —What effect will the acceptance of pay¬ 
ment in advance on a note have on Its eligibility for insur¬ 
ance in respect of the maximum charge permitted by the 
Administrator? 

Answerj —Where the prepayment is merely voluntary pay¬ 
ment of an Installment prior to due date, such payment 
shall not be construed as increasing the ratio provided for 
in Regulation No. 3. However, if the entire balance out¬ 
standing an the note Is paid in advance, the insured institu¬ 
tion must make a rebate at a rate not less than 5% per 
annum on the amounts so paid in advance of their due 
dates, if the insured institution has tAkpn the maximum 
charge permitted by the Administrator. If a lesser charge 
has been taken the rebate must be at not less than a propor¬ 
tional rate. The unearned portion of the original charge 
retained by the insured institution represents compensation 
to It for making the loan and setting the transaction up on 
Us books. TTiis also is construed as conforming with Regu¬ 
lation No. 3. 

A simple formula for arriving at the minimum rebate 

required is: 

Unmatured balance X5% ,N+1 
12 *2 

Noy*—number of period! anticipated. "Unmatured bal¬ 
ance” does not Include past due amount!. Substitution of any 
greater percentage for 5% (which li the minimum) It encouraged. 

RacuuiTiOK No, 7 

(Applicable only to Section 2 loan! of 12.000 or leas) 

A note evidencing an advance of credit not In excess of 
$2,000 will be eligible for insurance if it was executed In con¬ 
nection with a loan to finance repairs, alterations, or addi¬ 
tions upon Improved real property, including the cost of 
architectural and engineering services if any. 

(Sec Special Regulation No. 7 go vern ing loans under Section fl.) 

Question No. 7a. —Will loans made by an insured institu¬ 
tion prior to April 1, 1936. or obligations purchased by such 
an institution prior to such date, for the purpose of financ¬ 
ing eligible transactions be **li gihi#» for insurance under 
Contracts of Insurance issued on and after April 1, 1936? 

No. na-3 


Answer. —No. Section 2 of Title I of the National Hous¬ 
ing Act was extended by Congress effective April 1, 1936, 
subject to certain limitations. The effective date of the 
extension is April 1, 1936, and new contracts have been 
Issued under the extension. Therefore only those loans, 
or purchases of obligations not previously reported for in¬ 
surance, made an or after that date, will be eligible for 
insurance un d er such contracts. Loons or purchases made 
by an Insured Institution prior to April 1. 1936. could be 
reported only under the Contract of Insurance In effect up 
to April L 1936, and most have complied with, and have been 
reported within the period provided for hy, the Regulations 
in effect at the time the loan or purchase was completed. 
Transfers of insurance reserves on obligations reported 
for insurance under Contracts of Insurance effective up 
to April 1. 1936, will be handled in accordance with the 
provisions of said contract and the Regulations issued 
thereunder, and will not affect insurance reserves under con¬ 
tracts issued on and after April 1, 1936. Notes taken to 
refinance existing obligations not previously reported for 
Insurance arc ineligible. (Questions and Answers No. 7a 
and 24a are identical.* 

(8ec Special Quwtioo and Answer No. 7a governing i/*ni> 
under Section 6.) 

Question No. 7b .—What is the meaning of the term "im¬ 
proved real property” as used in the Regulations? 

Answer .—"Improved real property*' means real property on 
which there is a complete structure at the time the loan is 
made The purpose of Section 2 of Title I Is to make credit 
available for the moder n i z ati o n and repair of existing struc¬ 
tures. and additions thereto, and not for the purpose of com¬ 
pleting unfinished buildings. Section 2 of Title I of the Na¬ 
tional Housing Act specifically requires that the property 
upon which the proceeds of the loan are to be expended be 
already Improved and the Administrator therefore has no 
discretion in this matter. 

Unless a complete structure exists upon the property upon 
which the proceeds of the loan are to be expended, the loan 
will not be eligible for insurance. Of course, this does not 
prohibit the repair of a previously complete structure which 
has been damaged but not substantially destroyed by deteri¬ 
oration. or flood, fire, or other casualty; nor the construction 
of an attached or unattached garage, barn, outbuilding, or 
other appurtenant structure in connection with a completed 
house or other major structure. It does, however, make In¬ 
eligible loans for the purpose of finishing the erection of an 
incomplete structure. The device of erecting an appurtenant 
structure first, and then obtaining an insured loan for the 
erection or completion of the major structure, cannot be ap¬ 
proved under Title I as amended. Loans in excess of $2,000 
far new construction on vacant land were never eligible for 
Insurance, and arc not eligible now. 

I See 8podal Question and Answer No. 7b governing loans under 
Section 6.) 

Question No. 7c <—If architectural and engineering services 
may be included as expenses which may be paid out of the 
proceeds of a loan, may not such other expenses as fire 
Insurance and taxation resulting from the work also be in¬ 
cluded? 

Answer. —No. Architectural and engineering expenses are 
as much a port of the cost of alterations, repairs, or 
additions as the wages of the labor employed. Expenses 
such as possible Increased fire Insurance or taxation costs 
resulting from the fact that the work was done are not costs 
of the Job. 

Question No. 7d .—What if the maker of the note uses the 
proceeds for something other than alterations, repairs, or 
additions upon Improved real property, as certified in the 
Credit Statement? 

Answer <—So far as the insured institution is concerned It 
can rely in this case upon the statement of the borrower 
who signs the Credit Stat e ment certifying that the entire 
proceeds will be used exclusively in payment for repairs, 
alterations, or add!dons upon the improved real property. 
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The Administrator dors not place upon the insured insti¬ 
tution the burden of verifying the truth of any such state¬ 
ment. Even If such statements axe Investigated after the 
loan is made and found to be false, this will not affect in 
any way the eligibility of the note for Insurance. However, 
any borrower making such a false statement or misusing the 
funds, or ^ny dealer, contractor, or lender who knowingly 
assists in such a violation, would be committing a Federal 
offense under the provisions of the National Housing Act. 
In all cases where the insured Institution discovers a mate¬ 
rial misstatement in the Credit Statement, or misuse of the 
funds, it should promptly report such a discovery to the 
Administration. 

Question No. 7e.—Will loans in the amount of $2,000 or 
less, for the purpose of financing the purchase and installa¬ 
tion of equipment and machinery which is not permanently 
affixed to the real property in such manner as to become a 
part thereof, be eligible for insurance? 

Answer. —No. Under Section 2 of the National Housing 
Act, as amended effective April 1, 1936, loans in the amount 
of $2,000 or less are specifically limited to loans for the pur¬ 
pose of financing repairs, alterations, and additions upon 
improved real property. Under the terms of the Act, there¬ 
fore, only those loans involving repairs, alterations, or addi¬ 
tions upon Improved real property will be eligible for in¬ 
surance. Heating systems, including stokers, oil burners, and 
coal. gas. and electric furnaces which are a part of such a 
system; wiring systems, including permanent fixtures; plumb¬ 
ing systems, including permanently installed water heaters, 
sinks, tubs, and so forth; and built-in air conditioning and 
fire control systems will be considered to be alterations or 
additions to real property and are therefore eligible with 
respect to loans of $2,000 or less. Refrigerators, both com¬ 
mercial and domestic; washers, ironers. cooking stoves, both 
commercial and domestic: scales, counters, bars, showcases, 
and so forth, which may have been previously eligible for 
purchase and installation In either Class A or Class B prop¬ 
erties. are now ineligible unless the proceeds of the loan to be 
used for their purchase and installation are in excess of 
$2,000 and cover Installations on Class A properties. 

The mere fact that an item of equipment or machinery 
is plugged into the electric system or attached to the water 
or gas lines will not make a loan for its purchase eligible for 
insurance. Unless the equipment or machinery becomes an 
Integral and permanent part of the structure, a loan for their 
purchase will not be eligible for insurance. 

Where any doubt exists as to the eligibility of a trans¬ 
action which is to be financed with an insured loan, the 
facts of the case, with descriptive material, should be submit¬ 
ted to the Administrator at Washington for a specific ruling. 

(See Special Qucation and Answer Na 7e governing loans under 
Section o.) 


Regulation No. 8 


(Applicable only to loons of $2,000 or less] 

Where a conditional sales contract, chattel mortgage, or 
other similar security device is used to secure the payment 
of loans for eligible equipment and machinery, the insured 
institution may not both proceed against the equipment and 
also make claim under the Contract of Insurance, but must 
elect which method it desires to pursue. If claim is made 
under the Contract of Insurance, the conditional sales con¬ 
tract. chattel mortgage, or other similar security device must 
be assigned to the Administrator along with the note or 
other evidence of indebtedness. 


Question No. 9a.—What should be the status of taxes and 
assessments? 

Answer .—While it Is not a requirement that taxes and 
assessments be paid up to date in the case of property 
on which the proceeds of a Modernization Loan are to be 
expended, the condition of taxes and assessments is an im¬ 
portant factor in determining whether the borrower as¬ 
sumes a proper attitude toward his obligations, and. there¬ 
fore, full consideration should be given to this matter in 
determining the advisability of extending credit under the 
Modernization Credit Plan. Information on the status of 
taxes and assessments must be included in the Credit State¬ 
ment. The widely different laws and conditions In the 
various Jurisdictions cause a situation, however, which is 
best met by permitting an Insured institution to use its 
own discretion in deciding how the status of taxes and as¬ 
sessments should affect the approval of a loon to be re¬ 
ported for insurance. 

Question No. Sb .—What should be the status of the 
mortgage? 

Answer .—With the exception of HOLC mortgages, the 
only requirement Is that the insured Institution shall be 
satisfied with the credit risk, whether or not the principal 
or interest payments on a mortgage arc up to date. Thi$ 
applies whether or not the institution making the loan is 
the holder of the mortgage. Although the information re¬ 
garding this item is important, the nature of the information 
will not affect the insurability of the note. 

With respect to those applicants whose mortgages have 
been taken over by the Home Owners’ Loan Corporation 
<some of which contain a covenant prohibiting structural 
changes without prior consent), an exception to the fore¬ 
going general policy is obviously necessary. If such an ap¬ 
plicant certifies on the Credit Statement that no payments 
on his HOLC mortgage are overdue, the insured institution 
may use its discretion in determining the advisability of 
making the loon. If, on the contrary, such an applicant 
discloses that his HOLC mortgage is in arrears, it is ob¬ 
viously improper for one agency of the Federal Govern¬ 
ment to insure the credit of an applicant who is already in 
default on an obligation to another agency of the same 
Government. Therefore, the notes of such applicants ore 
not insurable. In making a credit decision with respect to 
an HOLC applicant who is not In arrears, the insured in¬ 
stitution will naturally wish to give consideration to the fact 
that a number of HOLC mortgagors arc at this time pay¬ 
ing only interest but must shortly assume the burden of 
monthly payments on principal also. If the principal pay¬ 
ments on the mortgage, plus the payments on the Modern¬ 
ization Loan, are likely to put too great a strain upon the 
applicant’s income, the insured institution will, of course, 
bear this in mind in arriving at its decision. 

Regulation No. 10 
(Applicable to all loona) 

The question of the financial condition of the borrower is 
left to the reasonable judgment of the insured institution as 
a credit matter. The borrower must furnish the lending 
institution a signed statement, approved as to form by Un- 
Administrator. which In the judgment of the insured insti¬ 
tution shows the borrower to be solvent, with reasonable 
ability to pay the obligaUon and in other respects a reason¬ 
able credit risk in view of the insurance provided by the 
National Housing Act. 


Regulation No. 9 


(Sec Regulation No. 27, applicable to loans over $5,000.) 


(Applicable to all Section 2 loans) 

Taxes, assessments, and payments on principal and in¬ 
terest on mortgages on the property to be improved need 
only to be in such standing as is acceptable to the insured 
institution. The status of such items, whether delinquent 
or not, shall not affect the eligibility of a note for insurance 
if the insured institution is willing to extend the credit. 

(See Special Regulation No. 9 governing loans under Section <L) 


Question No. 10a .—Does the Administrator impose any 
minimum requirements as to the borrower's income or credit 
standing? 

Ansiper .—No. Solvency in respect of borrowers on small 
character loans is a matter difficult at times to determine in 
1 an accounting sense. The Judgment of the insured mstltu- 
j tion will govern on loans not exceeding $2,000 if the appli- 
I cation for such a loon is on a form approved by the Admin- 
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Istrator. It Is felt that since Insured institutions have by 
now had considerable experience in what heretofore was for 
many of them a totally new type of credit, such questions 
as the minimum income to be required of the borrower should 
be left to their discretion, since they are undoubtedly more 
able to judge the extrinsic factors surrounding each trans¬ 
action which might make a loan advisable or inadvisable. 
The borrower’s ability to repay is the most important factor 
in determining whether credit should be extended. Hie 
most careful consideration should be given to this credit 
factor. 

On loans In excess of $2,000, the proceeds of which must 
be expended on Class A properties, a balance sheet and profit 
and loss statement, forms of which are provided by the 
Federal Housing Administration, will be required. 

Question No. 10b . —Must the Credit Statement in loans 
ol $5,000 and less be forwarded to the Federal Housing 
Administration, along with a report of the loan? 

Answer.— No. However, the Credit Statement on which 
a loan was made, or a copy thereof, must be forwarded to 
the Federal Housing Administration on request. A request 
for a Credit Statement will not result in the withdrawal 
of the insurance on the loan if it complies with the Regula¬ 
tions. 

Regulation No. 11 

| Applicable only to loans of *2.000 or lets] 

Any number of separate notes may be made in connection 
with any number of pieces of property, but not more than 
$2,000 of such credit may be expended on any single piece 
of property. 

Question No. 11a .—What is the meaning of this Regula- 

. 

Answer .— This means that one borrower may obtain any 
number of insured loans to improve any number of separate 
pieces of property, provided that not more than $2,000 is 
outstanding at any one time in connection with any one 
piece of Class B property. <See Regulation No. 25 in re¬ 
spect to loans over $2,000.) Regulation No. 11 does not 
refer to the use of series notes, further amplified in 
Question and Answer No. lb. 

Regulation No. 12 
[Applicable to all loans] 

If a note on its face complies with the requirements, and 
if the Credit Statement reveals the other facts necessary to 
make the loan eligible, these may be accepted as final and 
conclusive proof of eligibility, and no further evidence will 
be required by the Administrator. 

(See Regulation No. 27, applicable to loans over *5,000.) 

Question No. 12a. —What information should be revealed 
in the Credit Statement? 

Answer .— The Credit Statement should give information 
about the borrower’s income and credit standing and his 
ownership of the property, or if he is a lessee, the expira¬ 
tion date of the lease in accordance with Regulation No. 1. 
It should also reveal possible violations of Regulations No. 
11. 24. and 25, limiting the amount which may be expended 
by any one borrower on any one piece of property. In 
addition, the Credit Statement contains a certification by 
the borrower that he intends to use the proceeds of the 
note for the purposes set out in Regulation No. 7 or 24. 
Where the applicant is an HOLC mortgagor, compliance 
with Question and Answer No. 9b should be indicated on 
the Credit Statement. 

Question No. 12b. — Will the failure of the insured institu¬ 
tion to discover the falsity of the borrower's representations 
in his Credit Statement make a note ineligible for 

insurance? 

Answer.— No. If the insured institution, after making 
the loan or purchasing the note In good faith, learns of the 
falsity of any material statement made in the Credit State¬ 
ment, this will not invalidate the Insurance, but the facts 
of such discovery should be reported to the Federal Housing 
Administration promptly. 


Regulation No. 13 

|Applicable to all loan*) 

Eligible notes must be reported on the proper form to 
the Federal Housing Administration. Washington, D. C., 
within 31 days from the date of the note, or the date upon 
which it was purchased, in order to be covered by the 
insurance. All notes paid in full, refinanced, sold without 
recourse, or sold with recourse under an agreement as 
authorized by Regulation No. 18. must likewise be reported 
within 31 days, on the proper form. In any case, the 
Administrator may, in his discretion, accept a late report. 

Regulation No. 14 
[Applicable to all toons) 

Subject to Regulation No. 18, claims may include: 

(1) Net unpaid amount of advance actually made or the 
actual purchase price of the note, whichever Is the lesser; 

(2) Uncollected earned interest (after default Interest is 
not to be claimed at a rate to exceed 6% per annum and 
will be calculated to the date the claim is certified for 
payment—see Regulation No. 4); 

(3) Uncollected late charges (see Regulation No. 4>; 

(4) Uncollected court costs, including fees paid for issu¬ 
ing. serving, and filing summons; 

(5) Attorney's fees not exceeding 15% of the amount 
collected on the defaulted note; 

(6) Handling fee of $5 for each note, if judgment is 
secured, plus 5% of amount collected subsequent to return 
of unsatisfied property execution. 

Question No. 14a. —On the following statement of facts, 
how much would an Insured institution be entitled to as a 
claim under the Contract of Insurance? Suppose on a $1,000 
three-year note, dated August I and payable in monthly 
installments of $27.78, the maximum discount of $130.28 was 
taken. Payments were received as follows: The first five 
payments were made on the dates due: 1. e., September l. 
October 1. November 1. December 1. and January 1; the pay¬ 
ment due February 1 was received 60 days late; 1. e.. April 
1. No further payments were received and the insured In¬ 
stitution matured the note, demanded payment of the full 
unpaid balance, brought suit, obtained Judgment, and prop¬ 
erty execution was returned unsatisfied. (It is not required 
that the institution do this before filing claim, but it is to 
its advantage to make every effort to collect the claim in 
order to preserve its insurance reserve.) On July 1, $50 
was collected. Nothing more was received, and claim for 
loss was made on the Administrator, which claim was ap¬ 
proved for payment on August 1. 

Ansioer.—In calculating claims, the date of default from 
which the institution is entitled to 6% Interest is. in this 
instance. March I; L e. f the earliest date on which an in¬ 
stallment was due and for which full payment was not re¬ 
ceived prior to the maturing of the note. Therefore, the 
above claim would include the following items: 

1. Charge for full term of loan. *130 28. This charge U 

to be prorated to the date of default. The proration 
is figured on the basis of the period elapiu*d xroni the 
date the note was executed until the date of default 
os determined above. 

Charge prorated to date of default_*45. 12 

Proceeds of loan (amount received by borrower)_869 72 

Total to date of default.__014 91 

Leas amount received In regular installments_166 68 

Unpaid principal at time of default... 74a 23 

Less amount received other than in regular Install menu. SO 00 

Net unpaid principal_...._008.23 

2. Interest earned at S% on *748 23 from March 1 to July 1- 15. 01 

Interest earned at 6% on *608 23 from July 1 to August 

1 (date claim was approved for payment)_ 3.58 

3. Late charges of *1.39 each for February. March, and 

April payments Default Is March 1. calculated aa 
above. Only one late charge may be claimed after the 
one becoming due because of tho failure to make a 


payment on the date of default. .. 4 n 

4. Uncollected court oasts and disbursements. .. 6 00 

5. Attorney's foes, 15% of *50 (amount collected after de¬ 

fault) _ _ „____7,50 
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0 . Handling fee for occurlng Judgment__$5.00 

Handling fee of 5* af amount collected irubaeqiiciit to 

unoaUafiod property »x*rntinn - - - 2.50 


Total amount to be paid_ 741.07 


Question No. 14b .—Docs the fact that the note provides 
for payment of Interest at the full legal rate on the unpaid 
principal at some other rate than 6% after default resulting 
in a maturing of the entire balance of the obligation, affect 
the amount for which claim may be made? 

Answer. —No. The Federal Housing Administrator as¬ 
sumes no control over the rate of interest to be charged to 
borrower after default In his payments if the whole obliga¬ 
tion is matured, but uncollected interest earned after default 
will be paid by the Federal Housing Administrator only at 
the rate of 6%. calculated from the date of default to the 
date the claim is approved for payment. 

Question No. 14c 4 —What Is the meaning of the provision 
in Regulation No. 14 that attorney’s fees not exceeding 15% 
of the amount collected on a defaulted note may be included 
in a claim under the Contract of Insurance? 

Answer .—The attorney's fees provided for in Regulation 
No. 14 are intended to cover the case of a note which has 
become in final default (a default which results in a claim 
being made under the Contract of Insurance) and it appears 
to the insured institution to be necessary to put the note 
in the hands of an attorney for coUecion or suit. It is not 
intended to cover the cost of routine correspondence which 
may be carried on by an attorney because of occasional de¬ 
linquencies. The late charge provided for In Regulation No. 
4 is intended to compensate the institution for expense of 
this kind. 

Question No. 14<L —Does the omission from the note of 
such a provision for attorney's fees affect the right of an 
insured institution to make claim for actual attorney's fees 
expended, not exceeding 15% of the defaulted amount 
collected? 

Answer. —No. 

Question No. lie .—Do attorney's fees include fees paid to 
a collection agency or only actual payments to regular 
attorneys? 

Answer. —Attorney's fees for which claim may be made 
cover actual expenditures not exceeding 15% of the de¬ 
faulted amount collected whether such fees have been paid 
to an attorney or to a collection agency employed by the 
Insured institution. 

Question No. 141 *—Suppose an insured institution does not 
employ an outside attorney but has its own legal staff to 
effect collections. May it nevertheless make claim for at¬ 
torney's fees? 

Answer. —Yes. An Insured institution operating in this 
manner will be entitled to assess a proper proportion of the 
cost of maintaining its own legal staff, not exceeding 15% of 
the defaulted amount collected, as a claim for attorney's fees 
where actual collection work is carried on in this fashion. 

Question No. 14g .—If a borrower is In default, and the note 
is put In the hands of an attorney for collection, who induces 
the borrower to agree to pay the amount outstanding if he is 
not called upon to pay attorney's fees, may the insured insti¬ 
tution claim upon the Administrator for attorney's fees up to 
15% of the amount collected, after having thus waived any 
such right against the borrower? 

Answer. —No. If the Insured Institution waives its claim 
against the borrower, it may not call upon the Administrator 
for payment of such an item. 

Question No. 14h .—On what basis will claims be paid where 
a qualified note reported by an insured Institution was pur¬ 
chased by the insured institution from a dealer or contractor, 
and as further security for the repayment of the note by the 
borrower, the institution has retained a part of the face 
amount of the note as a hold-back, as well os deducting the 
finance charge in advance? 

Answer .—Since the insured Institution is advancing less 
than the actual proceeds of the note to the dealer or manu¬ 
facturer. the finance charge taken by the insured institution 
may not exceed the maximum ratio of gross charge to aver¬ 


age outstanding balance permitted by the Administrator in 
Regulation No. 3, based on the actual amount advanced by 
the insured institution for the period during which its fund:, 
were at risk. 

If all charges have been calculated correctly, the Insured 
institution would, in event of default leading to a claim under 
the Contract of Insurance, be entitled to the amount actually 
advanced by it. less the amount of payments received, and 
less the amount of the discount deducted in advance by the 
Institution, plus the unpaid earned discount and the other 
items specifically allowed by Regulation No. 14. 

Question No. Hf.— Where an insured institution uses a 
scries of notes rather than one Installment note as evidence 
of an advance of credit, will the Administrator pay $5 for the 
obtaining of a judgment on each note of the series? 

Answer .—No, In such a case, the insured institution should 
sue for the whole amount due it and the Administrator will 
pay the $5 fee only once for obtaining judgment on any one 
transaction. 

Regulation No. 15 
(Applicable to all loans ] 

Claim for reimbursement for loss on a qualified note may 
be made to the Administrator at any time after payment or 
such note has been In default for a period of 60 days and de¬ 
mand has been made upon the debtor for the full unpaid 
balance. The Administrator in his discretion may at any 
time and from time to time call for a report from any insured 
Institution on the delinquency status of the obligations held 
by such institution and reported to him for insurance. 

If within the first year after default the borrower has not 
made payments on his obligation aggregating at least 10 r < 
of the balance due on the date of default, claim must be 
made within 30 days thereafter. If in any subsequent six- 
month period the borrower has not made payments aggregat¬ 
ing at least 5% of the unpaid balance as of the beginning 
of such period, claim must be made krithin 30 days thereafter. 

Question No. 15a. —Is It the policy of the Administrator 
to insist upon claims being filed immediately upon a default? 

Answer .—No. It is to the Interest of an insured institu¬ 
tion to carry the collection process on notes as far as there 
is reasonable prospect of ultimate payment, not only to 
conserve the Insurance reserve for possible subsequent 
losses, but also to impress upon the community that these 
notes should receive the same prompt handling as do other 
credit obligations. However, when it becomes apparent that 
further collection effort on the part of the insured Institu¬ 
tion would not be productive, claim should be filed imme¬ 
diately. 

Insured institutions are allowed a full year after default 
on the note to make collections on delinquent items. If. 
during the period of one year, collections of 10% of the 
balance due at the date of default are made, and if. during 
each subsequent six months, there is paid 5% of the balance 
due at the beginning of such period, the Administrator will 
not require any claim to be made, but will permit the insured 
institution to continue with its collection effort. In any 
case, if payment in full on a note reported for insurance has 
not been received within one year after the expiration of 
five years from the date of the original advance of credit, 
claim must be made upon the Administrator within 30 days 
thereafter. 

Question No. 15b .—What obligation rests upon an insured 
Institution once U has made a claim under the Contract of 
Insurance? 

Answer .—None. Once a claim has been paid by the Ad¬ 
ministrator and the note (or an unsatisfied judgment, if 
obtained) and any security taken assigned to him. further 
efforts to salvage will be undertaken by the United States 
Government. 

Question No. f 5c.—Will the Administrator merely absorb 
and write off defaulted notes? 

Answer ,— No* The Administrator will insist on payment 
in full by makers of notes. The full resources of the Fed¬ 
eral Government, including the United States Department of 
Justice, will be used, if necessary, in effecting collections. 
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Regulation No. 16 
(Applicable to all loans| 

Claim may be made only for loss sustained by the Insured 
institution itself. 

Regulation No. 17 
(Applicable to all loons 1 

Claims must be made on the proper form, which must 
be ailed out completely and executed in duplicate by a duly 
qualified officer of the insured institution. If the Regula¬ 
tions have been complied with, payment of the loss incurred 
will be made upon audit of the claim and upon proper 
endorsement to the Administrator of the note upon which 
the loss occurred. If judgment has been taken, assignment 
of the judgment must be made. 

Question No. 17a.—In submitting statement of claim on 
defaulted notes there may be cases in which it would not 
hi- practicable to transmit all of the documents required, and 
if such is the case what provision will the Administrator 
make to facilitate payment of the claim? 

Answer .— In any such case the Administrator will con¬ 
sider arranging with the insured institution for the sub¬ 
mission of a proper transcript or copies sufficient to audit 
the claim adequately, with the understanding that the docu¬ 
ments in question will be forwarded upon passing of the 
claim for payment. 

Question No. 17b . — What form of assignment or endorse¬ 
ment must be used in transferring the evidence of the bor¬ 
rower's indebtedness or the security taken on such Indebted¬ 
ness to the Administrator, in event of claim under the 
Contract of Insurance? 

Answer. — The following form of assignment, or one sub¬ 
stantially similar, should be used In assigning a judgment, 
conditional sales contract, chattel mortgage, or real estate 
mortgage to the Administrator: 

All right, title, and interest of the undersigned l* hereby SMigned 
i without warranty, except that the note qualifies for Insurance) to 
the Federal Housing Administrator, acting on behalf of the United 
States of America. 

Financial institution 
. Title 

This same form may be used in assigning a note to the 
Administrator, or an institution may, if it desires, endorse 
the note without recourse. 

Regulation No. 18 
(Applicable to all Section 2 loans| 

Subject to the limitation that his total liability under 
insurance heretofore or hereafter granted to all Insured 
institutions shall not exceed $100,000,000, the Administrator. . 
in accordance with Regulation No. 14, will reimburse any 
insured institution for losses sustained by it up to a total 
aggregate amount equal to 10% of the total amount ad¬ 
vanced by it during the time its Contract of Insurance is 
in force, on all eligible obligations not previously reported 
for insurance, taken or purchased by it on or after April 1. 
1936. and held by It, or on which it remains liable. 

If obligations previously reported for insurance under 
Contracts of Insurance issued pursuant to the amendment 
effective April 1. 1936, are sold to another insured institu¬ 
tion endorsed with or without recourse the buying and sell¬ 
ing institutions may agree, with the prior approval of the 
Administrator, lo transfer all or any part of the insurance 
reserve standing to the credit of the selling institution, to 
the purchasing institution. Where the parties agree to 
transfer an insurance reserve in excess of 10% of the actual 
purchase price of the obligations involved, or in excess of 
10 fc of the net unpaid original advance on the obligations I 
involved, whichever Is the lesser, the entire Insurance re¬ 
serve transferred may be used to pay only those claims aris¬ 
ing out of defaults occurring in the transferred obligations. 
When the obligations so transferred have all been fully 


paid to the purchasing institution. It shall so notify the 
Administrator, and any insurance reserve remaining 
unused shall thereupon revert to the institution from which 
it was originally transferred. 

Where the parties agree to transfer an insurance reserve 
not in excess of 10% of the actual purchase price of the 
obligations involved, or not in excess of 10% of the net 
unpaid original advance on the obligations involved, which¬ 
ever is the lesser, the insurance reserve so transferred will 
be credited to the general reserve of the purchasing Insti¬ 
tution in the absence of any agreement to the contrary 
between the purchasing and selling institutions. 

The transfer of Insurance reserve In cases of merger or 
consolidation of two or more insured institutions will be pro¬ 
vided for by the Administrator in accordance with the facts 
of the particular case. 

In all cases the reports required by Regulation No. 13 
must be filed and must indicate the intent of the parties 
with regard to the transfer of insurance reserve. 

Where the notes are transferred without recourse, guar¬ 
antee. or repurchase agreement and the reports do not 
indicate the intent of the parties, the Insurance reserve will 
be transferred to the general reserve of the purchasing in¬ 
stitution on the basis of 10% of the actual purchase price 
of the obligations involved, or 10% of the net unpaid original 
advance on the obligations involved, whichever is the lesser. 

Where the transfer of the obligations is with recourse or 
under a guarantee or purchase agreement and the required 
reports do not show the intent of the parties, no insurance 
reserve will be transferred. 

(See Special Regulation No. 16 governing loan* under Section 6 > 

Question No. 18a.—Does Regulation No. 18 mean that the 
i 10% insurance reserve is based upon the notes held by the 
! insured institution at the time claim is made? 

Answer. —No. The Administrator will reimburse any in¬ 
sured institution on all losses sustained by it up to a total 
aggregate amount equal to 10% of the total amount ad- 
vanced by it on all qualified notes taken or purchased dur- 
* ing the lime the Contract of Insurance issued pursuant to 
the amendment effective April 1. 1936. is in force, provided 
I that it continues liable on. or holds such notes, until ma- 
j turity or until claim Is made. Thus, if an insured institu¬ 
tion makes advances of credit or expends a total amount of 
$100,000 for the purchase of qualified notes, and the full 
$100,000 has been repaid, the Insurance reserve still stands 
as 10% of $100,000, or $10,000. 

The insurance reserve, once created, is not reduced, except 
by the payment of c l ai m s under the Contract of Insurance, 
or the transfer of Insurance reserves from one institution to 
another under the provisions of Regulation No. 18. Insur¬ 
ance reserves created under Contracts of Insurance Issued 
prior to April 1, 1936. may not, of course, be transferred so as 
to be added to reserves created under Contracts of Insur¬ 
ance Issued subsequent to April 1, 1936. 

Question No. 18b .—Will any amounts salvaged by the 
Administrator, on a note for which an institution has been 
reimbursed under its Contract of Insurance, be added to the 
insurance reserve remaining to the credit of the insured 
institution? 

AnsiDcr. —No. Once a claim has been paid by the Admin¬ 
istrator the loan is transferred absolutely to him. and any 
amounts that may be collected thereon in no way accrue to 
the benefit of the insured institution's insurance reserve. 

Question No. 18c .—What is the effect of the statement in 
Regulation No. 18 that the total liability of the Administrator 
to all insured institutions shall not exceed $100,000,000? 

Answer .—Section 2 of Title I of the National Housing Act. 
as amended, effective April 1. 1936. limits to $100,000,000 the 
liability which the Administrator may assume in respect of all 
notes insured under Title I between June 27. 1934 (the effec¬ 
tive date of the original Act), and April 1. 1937 (the termina¬ 
tion date of Section 2 of the Act as amended). When it seems 
likely that the maximum liability of the Administrator will be 
reached, all institutions will be so advised sufficiently in ad¬ 
vance for their protection. 
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Question No. ISd .—Where notes reported by one Insured 
Institution to the Federal Housing Administration for Insur¬ 
ance are pledged to another Insured Institution as security 
for a loan, will it be possible for the pledging Institution to 
assign a part of its insurance reserve to cover losses on the 
notes pledged In the hands of the pledgee? 

Anstver. —Yes. Such an assignment of the pledging Insti¬ 
tution’s insurance reserve may be made with the prior con¬ 
sent of the Administrator. Requests for consent to the 
assignment should be accompanied by a signed agreement 
between the two Institutions. 

Regulation No. 19 
(Applicable to aU loans] 

New obligations taken to liquidate loans previously re¬ 
ported for insurance will be covered by insurance if they 
meet the requirements of Regulations No. 1, 3, 4, 6, 6. and 
either 7 or 24. They must be reported on the proper form 
within 31 days from date of execution, except that the Ad¬ 
ministrator may. in his discretion, accept a late report. 

Question No. 19a. —Suppose the insured institution held a 
$600 discount note maturing in two years, the maximum dis¬ 
count permitted having been taken. At the end of the first 
year the borrower, having made payments totaling $300. 
comes in and explains tHai his circumstances have changed 
and he requests that he be allowed to make a new note for 
two years solely to liquidate the existing obligation, so that 
by spreading the remaining balance over a period of two 
years he could reduce the amount to be repaid monthly— 
how will this be figured and what will be the amount of the 
new note? 

Answer. —There are two things the insured institution has 
to consider. First, how much is required to liquidate the 
existing note? Second, for what amount should the new 
note be written to yield the amount required to liquidate 
the unpaid balance of the existing note and provide for the 
proper finance charge on the new note? In the Instance 
cited, the borrower has repaid $300 and still owes $300. 

The insured institution must make a reasonable refund at 
a rate of not less than 5% per annum on the installments 
being refinanced. This would amount to a minimum re¬ 
bate of $8.13 in the example given. The amount required 
to liquidate the existing note is then the difference between 
the unpaid face amount of the note—$300—and the rebate 
of $8J13, or $291.87. This is the same calculation the in¬ 
sured institution would make if the borrower were seeking to 
pay ofT his obligation in cash instead of by making a new 
loan. 

Referring to the Tables of Calculations, we find that to 
finance $291.87 for two years would cost $29.54 and the new 
note would, therefore, be made for $321.41. The borrower's 
monthly installments would be $13.39 for 24 months as con¬ 
trasted with his previous Installments of $25 for remaining 
12 months of the original note. 

In no case, however, may the Insurance cover a period in 
excess of five years from the date of the original obligation 
reported for insurance. 

Question No. 19b. —Is the amount of the new obligation 
added to the total amount of loans made by the insured in¬ 
stitution in calculating Its Insurance reserve? 

Answer, —No. The original advance of credit was added 
to the total amount of loans made and is not deducted by 
reason of the fact that it is being refinanced through a new 
note. The new note could not. therefore, also be added. 

Question No. 19c .—Will an agreement to extend or defer 
payments on a note previously reported for insurance with¬ 
out rewriting the note affect the insurance coverage on the 
note? 

Answer. —No; subject to the following limitations: 

1. The cost to the borrower may not be Increased by any 
charge for the extension over the prescribed ratio of 0.097166 
based on the revised schedule of payments. It is of the 
utmost importance that this provision be adhered to as any 
deviation will be considered to invalidate the insurance on 
the note. 


2. In no case will the insurance coverage extend more than 
five years from the date of the original advance of credit. 

3. Where extension charges are paid In advance, but the 
borrower does not fulfill his contract, the Insured Institu¬ 
tion may retain only that portion of the charge actually 
earned, and if claim is made under the Contract of Insur¬ 
ance, the balance must be credited as a payment to principal. 

It will not be necessary for the institution to report 
extension agreements under which the original note remain, 
in effect unless claim Is made, at which time full details of 
the agreement and collections thereunder must be reported. 

Regulation No. 20 
[Application to all loans] 

New obligations taken to liquidate loans previously reported 
for Insurance, but not complying with Regulation No. 19. may 
be covered by Insurance with the approval of the Adminis¬ 
trator upon submission to him of the facts of the case. 

Regulation No. 21 
(Applicable to a11 loans] 

Any note, acquired before receipt of actual notice of any 
change in the Regulations or Explanatory Material, which 
complies with the Regulations or Explanatory Material in 
force at the time of such acquisition, whether reported prior 
to or subsequent to the date or dates of such changes, will be 
eligible for insurance. The statement of the insured insti¬ 
tution of the receipt or nonreceipt of any such amen dim- nt 
or change will be accepted as final. 

Regulation No. 22 
(Applicable to all Ioann] 

Any amendment to these Regulations issued by the Ad¬ 
ministrator, and any Explanatory Material Issued and de¬ 
clared to be a part of the Regulations by the Administrator. 
fbfl.il become effective as of the date of issuance, unless 
otherwise declared, provided that no such amendment or 
Explanatory Material shall cause a note, previously ac¬ 
quired by an Insured Institution, to become ineligible for 
Insurance. 

Regulation No. 23 

(Applicable only to Ioann In excess of $2,000] 

An advance of credit In excess of $2,000 but not In excess 
of $50,000 will be eligible for insurance if it complies with 
Regulations No. 1 to 22. inclusive, except Regulations No. 2. 
7, 8, and 11, and if It also complies with the following 
Regulations, which shall apply only to advances of credit 
in excess of $2,000. 

Question No. 23a. —Why do Regulations No. 2, 7, and 11 
not apply In the case of advances of credit in excess of 
$ 2 , 000 ? 

Answer. —The amendment to Title I of the National Hous¬ 
ing Act sets certain limitations on loans over $2,000; there¬ 
fore Regulations Nos. 2. 7. and 11, specifically directed to 
loans or advances of credit which do not exceed $2,000. do 
not apply on loans in excess of that amount. Likewise. 
Regulations No. 23. 24. 25. 26. and 27. specifically directed 
to loans in excess of $2,000. do not apply to loans In lesser 
amounts. Except Regulation No. 8, all other Regulations 
apply with equal force to all loans. 

Regulation No. 24 

(Applicable only to Section 2 loan* In excess of $2,000] 

An advance of credit in excess of $2,000, but not in excess 
of $50,000, to be eligible for insurance, must have been made 
for the purpose of financing (1) repairs, alterations, or addi¬ 
tions upon real property already Improved by apartment or 
multiple-family houses, hotels, office, business, or other com¬ 
mercial buildings, hospitals, orphanages, colleges, schools, 
churches, or manufacturing or industrial plants, or im¬ 
proved by some other structure which is to be converted into 
one of the foregoing types of property, or (2) the purchase 
and installation, in connection with one of the foregoing 
types of property, of eligible equipment and machinery. 

(See Special Regulation No. 24 governing loans under Section 6.) 
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Question No. 24a . — Will loans made by an Insured Insti¬ 
tution prior to April 1, 1930, or obligations purchased by 
such an Institution prior to such date, for the purpose of 
financing eligible transactions be eligible for insurance under 
Contracts of Insurance issued on and after April 1, 1936? 

Answer. —No. Section 2 of Title I of the National Housing 
Act was extended by Congress effective April i, 1936. sub¬ 
ject to certain limitations. The effective date of the exten¬ 
sion is April 1. 1936, and new contracts have been issued 
under the extension. Therefore only those loans, or pur¬ 
chases of obligations not previously reported for insurance, 
made on or after that dote, will be eligible for insurance 
under such contracts. Loans or purchases made by an 
insured institution prior to April 1. 1936, could be reported 
only under the Contract of Insurance in effect up to April 
1. 1936, and must have complied with, and have been 
reported within the period provided for by the Regulations 
in effect at the time the loan or purchase was completed. 
Transfers of insurance reserves on obligations reported for 
insurance under Contracts of Insurance effective up to 
April 1, 1936. will be handled in accordance with the provi¬ 
sions of said contract and the Regulations issued there¬ 
under. and will not affect insurance reserves under con¬ 
tracts Issued on and after April 1. 1936. Notes taken to 
refinance existing obligations not previously reported for 
insurance are ineligible. (Questions and Answers No. 24a 
and 7a are identical.) 

(8e« Special Question and Answer No. 24a governing loam 
under Section 0.) 

Question No. 24b .—May the proceeds of a loan In excess 
of $2,000 be expended on property not already improved by 
a Class A type of building or not already improved by 
another type of building which is to be converted into a 
Class A type of structure? 

Answer. — No. The amendment to Title I of the National 
Housing Act explicitly limits loans in excess of $2,000 to 
loans where the proceeds are to be expended on property 
already Improved by a Class A type of building or by some 
other type of building which is to be converted into a 
Class A property. 

<S*e Special Question and Answer No. 24b governing loans 

under Section 6.) 

Question No. 24c .—Must equipment and machinery, to be 
eligible for insured loans, be installed only in connection 
with a repair or improvement job on the structure? 

Answer. — Certain types of equipment and machinery will 
be eligible even though they are not legally fixtures or part 
of the real property when installed, and eligible equipment 
and machinery may be installed with the proceeds of an 
insured loan even though no structural changes are made 
upon the real property at the same time, provided the loan 
Is in excess of $2,000, in connection with a single Class A 
property. The Administrator publishes from time to time 
statements of eligibility and lists of eligible equipment and 
machinery. Rulings on specific cases will be available 
upon application to the Federal Housing Administration, 
Washington, D, C. 

Question No. 24<L —What if the maker of the note uses 
the proceeds for something other than repairs, alterations, 
or additions, or the purchase and Installation of eligible 
equipment and machinery, upon improved real property, as 
certified in the Credit Statement? 

Answer .— So far aa the insured Institution Is concerned 
it can rely in this case upon the statement of the borrower 
who signs the Credit Statement certifying that the entire 
proceeds will be used exclusively in payment for repairs, 
alterations, or additions upon the improved real property, or 
the purchase and Installation of eligible equipment and ma¬ 
chinery thereon. The Administrator does not place upon 
the Insured institution the burden of verifying the truth of 
any such statement. Even if such statements are investi¬ 
gated after the loan Is made and found to be false, this will 
not affect In any way the eligibility of the note for insurance. 
However, any borrower making such a false statement or 
misusing the funds, or any dealer, contractor, or lender who 


knowingly assists in such a violation, would be committing & 
Federal offense under the provisions of the National Housing 
Act. In all cases where the Insured institution discovers a 
material misstatement in the Credit Statement, or misuse of 
the funds. It should promptly report such a discovery to the 
Administration. 

Question No. 24e .—May an advance of credit in excess of 
$2,000 also include the cost of engineering and architecutral 
fees? 

Answer. —Yes. In may cases it is wise to engage the 
services of a competent architect or engineer where a struc¬ 
ture is to be modernized or rehabilitated. The cost of such 
services may be inctuded in a note offered to the Adminis¬ 
trator for insurance. On the other hand, expenses such as 
possible increased fire insurance or taxation costs resulting 
from the fact that the work was done are not costs of the 
Job and may not be Included as expenses paid out of the 
proceeds of a note. 

Regulation No. 25 

[Applicable only to loan* in exens of $2,000) 

Where an advance of credit is for any of the purposes set 
forth in Regulation No. 24. any number of notes may be 
executed In connection with any number of pieces of prop¬ 
erty. but not more than $50,000 may be expended on any one 
piece of property. 

Question No. 25a ,—What is the meaning of this Regu¬ 
lation? 

Answer .—This means that one borrower may obtain any 
number of insured loans to improve any number of separate 
pieces of property, provided that not more than $50,000 
is outstanding at any one time In connection with any one 
piece of Class A property, (See Regulation No. 11 in respect 
to loans of $2,000 or less.) Regulation No. 25 does not refer 
to the use of series notes, further amplified in Question and 
Answer No. lb. 

Regulation No. 26 

(Applicable only to loana In excess of $2,0001 

Any security taken by an insured institution must be 
assigned to the Administrator in event of claim under the 
Contract of Insurance. If the security taken is nonassign- 
able. all rights in such security must be exhausted by the 
Insured institution or the claim against the Administrator 
reduced by the full face amount of the security taken before 
claim will be paid by the Administrator. 

Question No. 26a .—What is the attitude of the Admin¬ 
istrator to the taking of security on loans In excess of 
$ 2 , 000 ? 

Answer .—Since loans In excess of $2,000 of the type pro¬ 
vided for in the amendment to Title I of the National Hous¬ 
ing Act are capital loans and not character loans, all avail¬ 
able precaution in the way of security should be taken. 
Where equipment or machinery is installed, the use of condi¬ 
tional sales contracts or some similar security device should 
be used. Where the insured advance is for repairs, altera¬ 
tions, or additions upon the realty itself, satisfactory security 
in the form of real estate mortgages, cosigners, or collateral 
security should be taken. 

Regulation No. 27 

(Applicable only to loana In excess of $5,0001 

Loans, advances of credit, or purchases of obligations evi¬ 
dencing loans or advances of credit, in excess of (5.000 ex¬ 
clusive of financing charges, will be accepted for insurance 
only upon the prior approval of the Administrator. Requests 
for such approval should be accompanied by the borrower’s 
Financial and Credit Statement, including a balance sheet 
and profit and loss statement, upon a form approved by the 
Administrator, and any other credit information in the pos¬ 
session of the insured institution. 

The Regulations and Questions and Answers contained 
herein are hereby declared to be effective as of the date here¬ 
of, and shall have the some force and effect as if Included in 
and made a part of each Contract of Insurance Issued begin- 
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nlng April 1, 1936. The Questions and Answers shall have 
the same force And effect as the Regulations Interpreted 
thereby. 

Special Regulations Issued Under the Provisions of Sec¬ 
tion 6 of Title I of the National Housing Act. Effective 

After April 17, 1936 

The General Regulations of the Federal Housing Admin¬ 
istrator enacted pursuant to Title 1 of the National Hous¬ 
ing Act. as amended, effective April 1, 1936, with the ex¬ 
ception of General Regulations 1, 7. 9. 18, and 24, shall 
govern in connection with all loans and advances of credit 
made under the amendment to Title I known as Section 6 
of said Title, which was approved April 17, 1936, authorizing 
the Administrator to insure loans or advances of credit 
for the purpose of financing the restoration, rehabilitation, 
rebuilding or replacement of improvements on real property 
and equipment and machinery thereon which were damaged 
or destroyed by earthquake, conflagration, tornado, cyclone, 
hurricane, flood or other catastrophe In the years 1935 or 
1936. In lieu of these General Regulations, the following 
Special Regulations numbered 1, 7, 9. 18, and 24 and the 
Special Questions and Answers thereunder will apply on 
all loans and advances of credit made under Section 6. 
The Special Regulations and Special Questions and An¬ 
swers appearing hereunder will control wherever there is 
any conflict between them and any of the General Regu¬ 
lations and General Questions and Answers in effect on 
and after April 1, 1936, in connection with any loans or ad¬ 
vances of credit made under the provisions of said Section 6. 

Special Regulation No. 1 
|Applicable to all Section Six loans] 

Promissory notes must be signed by an owner of real prop¬ 
erty damaged or destroyed by earthquake, conflagration, tor¬ 
nado, cyclone, hurricane, flood, or other catastrophe in the 
years 1935 or 1936, or by a lessee of such property holding it 
under an unexpired lease which had an original term of not 
less than one year. In addition to owners in fee. owners of 
real property include life tenants and persons holding an 
equity under a mortgage, trust, or contract. Notes must be in 
form generally considered to be valid and enforceable in the 
jurisdiction in which they are issued. 

Special Question No. le .—What is meant by the term “con¬ 
flagration" as it appears in Section 6 of Title I of the National 
Housing Act and in the Special Regulations issued under the 
provisions of said Section? 

Answer .—The term “conflagration" as used in Section 6 of 
the National Housing Act and in the Special Regulations is¬ 
sued by the Federal Housing Administrator refers to a gen¬ 
eral fire of extensive proportions which is in the nature of a 
community catastrophe. The destruction by fire of an indi¬ 
vidual building or small group of buildings Is not within the 
meaning of the word "conflagration" as used in Section 6 of 
the National Housing Act. 

Special Regulation No. 7 
(Applicable only to SccUoc 81x loans of $3,000 and leas] 

A note evidencing an advance of credit not In excess of 
$2,000 will be eligible for insurance If It was executed to 
cover the restoration, rehabilitation, rebuilding, or replace¬ 
ment of Improvements upon any type of real property, or 
equipment and machinery Installed thereon, which were 
damaged or destroyed by earthquake, conflagration, tornado, 
cyclone, hurricane, flood, or other catastrophe in the years 
1935 or 1936. including the cost of architectural and engi¬ 
neering services, if any. involved In such restoration, reha¬ 
bilitation. rebuilding, or replacement. 

Loans for new construction to replace structures so de¬ 
stroyed or damaged will be eligible for insurance if such new 
construction is either on the same site, or on a new site in 
the same locality where the damaged or destroyed property 
was located. 

Special Question No. 7a .—Will loans made by an insured 
institution prior to or on April 17, 1936 (the effective date of 


Section 6), or obligations purchased by such an Institution 
prior to or cm such date, for financing transactions for the 
purposes set forth in Section 6 of the National Housing Act, 
be eligible for insurance under said Section? 

Answer. —No. 8ectlon 6 of THlc I of the National Housing 
Act was approved by the President April 17. 1936. Since 
this is the effective date of said Section, only those loans or 
purchases of obligations made by an insured institution on 
or after April 18. 1936, and prior to January 1. 1937. which 
comply with the Special Regulations, will be eligible for insur¬ 
ance. Loans or purchases made by an insured institution 
prior to April 18. 1936. can be reported only If they comply 
with the General Regulations Issued under Section 2 and in 
effect on the date of such loan or purchase. 

Special Question No. 7b .—Will a loan made to an eligible 
applicant for the purpose of rebuilding a structure which 
was substantially or completely destroyed by one of the types 
of casualty referred to In Special Regulation No. 7, on another 
site, as, for example, a site where there Is less danger of 
recurrence of such damage or destruction, be eligible for 
Insurance? 

Answer. —Yes. Under the provisions of 8ection 6 of Title 
1 of the National Housing Act, a borrower may use the pro¬ 
ceeds of an insured loan to replace a destroyed structure on 
a new site in the same locality in which the original struc¬ 
ture was situated. It is to be noted that the Act and Spe¬ 
cial Regulation No. 7 require that the new site be in the 
same locality and do not permit a borrower to take this 
opportunity to obtain a loan for the purpose of moving lus 
business or his residence from one locality to another. By 
"locality" Is meant the general trading area in which the 
destroyed property was located. 

Special Question No. 7c .—Does Section 6 of Title I of the 
National Housing Act authorize the Administrator to insure 
loans for the purchase and installation of equipment and 
machinery? 

Ansioer. —Yes. Where installed equipment or machinery 
was damaged or destroyed by earthquake, conflagration, tor¬ 
nado, cyclone, hurricane, flood, or other catastrophe in the 
years 1935 or 1936, the Administrator is authorized to insure 
a loan for the purpose of financing the restoration, rehabili¬ 
tation, or rebuilding of such equipment or machinery, or its 
replacement with equipment or machinery for a similar use. 
Eligibility rules regarding types of equipment and machinery 
given in Form FHA 145 will be applicable to loans made 
under the provisions of Special Regulation No. 7. Where 
any doubt exists as to the eligibility of a transaction which 
is to be financed with an insured loan, the facts of the case, 
with descriptive material, should be submitted to the Ad¬ 
ministrator at Washington for specific ruling. 

Special Regulation No. 9 
(Applicable to all Section Six loans) 

Taxes, assessments, and payments on principal, and inter¬ 
est on mortgages on the property to be improved need only 
be in such standing as is acceptable to the insured Institu¬ 
tion. The status of such items, whether delinquent or not 
shall not affect the eligibility of a note for insurance if the 
insured institution is willing to extend credit. 

In the case of a loan for the purpose of rebuilding or re¬ 
placing a structure which was substantially or totally de¬ 
stroyed by earthquake, conflagration, tornado, cyclone, hur¬ 
ricane, flood, or other catastrophe in the years 1935 or 1936, 
the loans must be secured by a mortgage, deed of trust, or 
other similar instrument which is a first hen on the prop¬ 
erty improved except for tax and assessment liens. If claim 
for loss is made on such a loan under the Contract of Insur¬ 
ance, any security taken by the insured institution must be 
assigned to the Administrator. 

Special Regulation No. 18 
(Applicable to all Section Six loans] 

The Administrator will reimburse any insured institution. 
In accordance with Regulation No. 14, for any losses sus¬ 
tained by it on loans or advances of credit eligible for 
insurance reported under the provisions of Section 6 
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and the Special Regulations Issued pursuant thereto, up to a 
total aggregate amount equal to 10% of the total amount 
advanced by It after April 17, 1936. and prior to January 
1. 1937. provided that his total liability under all insurance 
heretofore or hereafter granted to all Insured institutions 
pursuant to Section 2 and Section 6 shall not exceed $100.- 
000.000. Insurance reserves calculated on obligations re¬ 
torted under Section 6 and the Special Regulations issued 
(lit’re under will be segregated from insurance reserves cal- 
- ulated on obligations reported under Section 2 and the 
General Regulations issued thereunder. If 10% of the total 
amount advanced by an Insured institution on obligations 
eligible for insurance and reported under Section 6 and the 
special Regulations is not sufficient to pay the losses sus¬ 
tained on such obligations, any unused insurance reserve 
accumulated by such an insured institution under its Con¬ 
tract of Insurance in effect up to April 1. 1936. shall be 
applicable to the payment of such losses. 

It obligations previously reported for Insurance under the 
provisions of Section 6 and the Special Regulations issued 
pursuant thereto are sold to another insured institution 
endorsed with or without recourse, the buying and selling 
institutions may agree, with the prior approval of the Ad¬ 
ministrator. to transfer all or any part of the insurance 
reserve standing to the credit of the selling institution, to the 
purchasing institution. Where the parties agree to transfer 
an insurance reserve in excess of 10% of the actual purchase 
price of the obligations involved, or in excess of 10% of tho 
net unpaid original advance on the obligations involved, 
whichever Is the lesser, the entire insurance reserve trans¬ 
ferred may be used to pay only those claims arising out of 
defaults occurring in the transferred obligations. When the 
obligations so transferred have all been fully paid to the 
purchasing institution, it shall so notify the Administrator, 
and any insurance reserve remaining unused shall thereupon 
revert to the institution from which it was originally 
transferred. 

Where the parties agree to transfer an insurance reserve 
not in excess of 10% of the actual purchase price of the 
obligations Involved, or not In excess of 10% of the net 
unpaid original advance on the obligations Involved, which¬ 
ever is the lesser, the insurance reserve so transferred will 
be credited to the general reserve of the purchasing institu¬ 
tion in the absence of any agreement to the contrary 
between the purchasing and selling institutions. 

The transfer of insurance reserve In cases of merger or 
consolidation of two or more insured Institutions will be 
provided for by the Administrator in accordance with the 
facts of the particular case. 

In all cases the reports required by Regulation No. 13 
must be filed and must indicate the intent of the parties 
with regard to the transfer of Insurance reserve. 

Where the notes arc transferred without recourse, guar¬ 
antee. or repurchase agreement and the reports do not 
indicate the intent of the parties, the insurance reserve will 
be transferred to the general reserve of the purchasing 
Institution on the basis of 10% of the actual purchase price 
of the obligations involved, or 10% of the net unpaid 
original advance on the obligations involved, whichever is 
the lesser. 

Where the transfer of the obligations Is with recourse or 
under a guarantee or purchase agreement and the required 
reports do not show the intent of the parties, no Insurance 
reserve will be transferred. 

Special Regulation No. 24 
[Applicable only to Section Six loans In execaa of 12.0001 

L^ans up to $50,000 for the purpose of financing the res¬ 
toration, rehabilitation, rebuilding, or replacement of apart¬ 
ment or multiple-family houses, hotels, office, business, or 
other commercial buildings, hospitals, orphanages, colleges, 
schools, churches, manufacturing or industrial plants, or 
equipment and machinery installed therein, will be eligible for 
insurance. Loans may Include the cost of architectural and 
engineering services, if any, involved in such restoration, re¬ 
habilitation, rebuilding, or replacement* 

No. 112 - a 


Loans for new construction to replace structures so de¬ 
stroyed or damaged will be eligible for insurance if such 
new construction is either on the same site or on a new 
site in the same locality where the damaged or destroyed 
property was located. 

Special Question No. 24a .—Will loans made by an Insured 
institution prior to or on April 17, 1936 ithe effective date of 
Section 6), or obligations purchased by such an institution 
prior to or on such date, for the purpose of financing trans¬ 
actions which comply with the provisions under Section 6 
of the National Housing Act, be eligible for insurance? 

Answer .—The Answer to this Question Is the same as the 
Answer to Special Question No. 7a. 

Special Question No. 24b <—Will a loan made to an eligible 
applicant for the purpose of rebuilding a structure which 
was substantially or completely destroyed by one of the types 
of casualty referred to in Special Regulation No. 24. on an¬ 
other site. as. for example, a site where there is less danger 
of recurrence of such damage or destruction, be eligible for 
Insurance? 

Answer .—The Answer to this Question Is the same as the 
Answer to Special Question No. 7b. 

The Special Regulations and Special Questions and Answers 
contained herein are hereby included in and made a port of 
each Contract of Insurance issued on and after April 1. 1936. 
and will supersede the General Regulations and General 
Questions and Answers of the same number In the case of 
any loons, advances of credit, or purchases made pursuant to 
the provisions of Section 6 of Title I of the National Housing 
Act. The Special Questions and Answers shall have the 
same force and effect as the Special Regulations Interpreted 
thereby. 

Approved originally: July 20. 1936. 

Stewart McDonald. 

Federal Housing Administrator . 

August 6, 1936. 

[F. R. Doc. 1750— Filed. August 15, 1230: 12:55 p. m.J 


INTERSTATE COMMERCE COMMISSION. 

(Fourth Section Application No. 16475| 

Rail-Water Rates 

August 15. 1936. 

The Commission Is in receipt of the above-entitled and 
numbered application for relief from the long-and-short- 
haul provision of section 4 (1) of the Interstate Commerce 
Act. 

Filed by: J. E TlUord. W. & Curlett. and Frank Van Ummer- 
*en. Agents. 

Commodities involved: Water-rail, rail-water-raU, and rail- 
water rates. 

Between: Points In Trunk Line and New England territories, 
on the one hand, and points in Virginia and North Carolina, 
on the other. 

Orounds for relief: Carrier competition and to maintain 
grouping. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
In writing so to do within 15 days from the date of this 
notice: otherwise the Commission may proceed to Investigate 
and determine the matters involved in such application with¬ 
out further or formal hearing. 

By the Commission, division 2. 

I seal 1 George B. McGxnty. Secretary. 

IF. It. Doe 1747—Filed, August 16. 1936; 11:06 a. m | 


(Fourth 8cctlon Application No. 164761 

Grain and Grain Products From Baltimore. Md., and 
Philadelphia, Pa. 

August 15. 1036. 

The Commission is in receipt of the above-entitled and 
numbered application far relief from the long-and-short- 
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haul provision of section 4 (1) of the Interstate Commerce 
Act, 

Piled by: J. E Tllford. Ascot 

Commodities Involved: Grain and train products, carloads 
hjkI teas-carloada. 

From: Baltimore. Md , and Philadelphia, Pa. 

To: Points in Southeastern and Carolina tetritorlee, over 
water-and-rail routr*. 

Grounds for relief: To maintain grouping. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to Investigate 
and determine the matters involved in such application with¬ 
out further or formal hearing. 

By the Commission, division 2. 

[seal! George B. McOnmr, Secretary, 

IK. R. Doc. 1748-—Filed. August IS, 1938; 11:06 a. m.| 


RBSETrLEMENT ADMINISTRATION. 

I Administration Order 93 (Revision 2)*| 

Grants to Individuals for Rural Rehabilitation and Relief 
in Stricken Agricultural Areas 

August 14. 1936. 

1. Purpose: 

<a) This Order prescribes the conditions for making grants 
to individuals in the furtherance of rural rehabilitation and 
relief in stricken agricultural areas as authorized by the 
Emergency Relief Appropriation Act of 1935. Emergency Re¬ 
lief Appropriation Act of 1936. Executive Order No. 7027 of 
April 30. 1935. Executive Order No. 7143 of August 19. 1935. 
Executive Order No. 7200 of September 26. 1935. Executive 
Order No. 7393 of June 27. 1936, and otherwise. 

2. Conditions of Grants: 

(a) Persons Eligible .— 

L Farm owners, farm tenants, share-croppers, farm 
laborers, persons now on the official rolls of the RA, and 
other persons, who now live on farms or in farm areas, 
and who, when last employed, received the major portion 
of their income from farming operations, will be eligible 
for grants under this Order, without regard to availability 
of suitable and adequate soil resources and other condi¬ 
tions and characteristics, other than employability, ordi¬ 
narily indicating potentiality for rehabilitation. 

• A) Need for public aid of persons who qualify under 
paragraph 2a I hereof will be construed to be estab¬ 
lished when it has been determined through personal 
investigation that their material and credit resources 
are inadequate to maintain health and prevent human 
suffering. 

<b> Polwy with Respect to Grants .— 

I. It Is the policy of the RA to make grants to all per¬ 
sons eligible under paragraph 2a hereof, within the limit of 
funds available, until need for such public aid has ended. 

n. In addition to persons eligible for direct rebel under 
this Order, supplementary grants may be made to; 

(A) Emergency RR loan cases and emergency corpora¬ 
tion loan cases In need of such aid. 

(B> Standard RR cases and standard corporation 
cases in an amount not to exceed total subsistence needs 
in instances where rehabilitation can be accomplished 
only by advances In excess of the borrower's ability to 
repay as revealed in the farm management plan. 


1 Supersede* A. 0 92 (R*v. 1). 3/36/36; A O. 93 (Rev. 1) (8upp. 1), 
4. 30 36; A O. 92 (Rev. 1) (Supp. 2). 6/18,36. 


(C) Standard RR cases and standard corporation cases 
to enable them to meet unforeseen and extraordinary 
emergencies not anticipated in the farm manage re¬ 
plans accepted by the RA as a basts for loans, provid- d 
such grants are consistent with the purpose of this Order, 
and are within the limitations of the authorities set forth 
in paragraph la hereof. 

m. Need for public aid in the form of a grant (direct 
relief! must be determined upon the basis of personal 
Interview with the proposed recipient and the preparation 
of a deficiency budget which will supplement available 
income, or other resources contributing to the family sub¬ 
sistence, with a monthly amount sufficient to maintain the 
recipient's standard of living at a level adequate to main¬ 
tain health. 

3. Purpose for Which Grants May Be Made: 

(a) Grants may be made under this Order to persons who 
qualify under paragraph 2a hereof to meet emergency net-tin 
for food. fuel, clothing, shelter, indispensable medical service 
and other essential subsistence goods or services. 

4. Policies Applicable to the Extension of Medical Aid by 

Clients: 

(a) It is the policy of the RA: 

I. To provide emergency cases with indispensable medi¬ 
cal services, as authorized under paragraph 3a hereof, 
through grants in cooperation with individual physiciaj ; 
or the county medical society. This policy will be carried 
out in such a manner as to protect the RA from abuses thaL 
will result from having extensive medical, surgical, and 
dental services paid for by the RA. Such extensive serv¬ 
ices would not be consistent with the purpose of the emer¬ 
gency grant program. In other words, it would not be 
reasonable to have an accumulation of long-standin 
physical defects or ailments corrected at public expeii: 
while receiving emergency grants. On the other hand, 
when clients are beset by acute Illness, broken limbs, 
toothache, or are in need of obstetrical care, and so forth, 
they should not be permitted to suffer for want of indis¬ 
pensable medical, surgical, or dental aid. State and loco? 
health authorities will be consulted when arrangements for 
medical care are under consideration. 

n. That, when Illness and accident necessitate medical 
and surgical aid entailing considerable expense, local pri¬ 
vate, and public agencies should be requested to cooperate 
in meeting the problem. Arrangements should be mad? 
and an understanding reached with physicians, surgeons 
and dentists for special rates to emergency grant cases 
When a schedule of charges for medical and dental serv¬ 
ices for relief clients has been agreed upon between the 
medical profession and relief agencies, such charges will 
not be exceeded for services to grant recipients. When 
situations arise wherein it is impossible to enlist local coop¬ 
eration, and there is an apparent disposition to force the 
RA to carry the whole loan and meet all costs at regular 
commercial rates, any arrangements contemplated will be 
submitted to the Administrator for approval. 

5. Administrative Authorization: 

(a) Regional directors are authorized to make grants as 
provided in this order on behalf of the RA. 

(b> A regional director may delegate his authority under 
this Order to the assistant regional director in charge of 
RR, who may in turn delegate it to a regional RR loan 
officer, regional farm management supervisor. district RR 
supervisor, and county RR supervisor. Each such delegation 
of authority will be made in writing and signed copies thereof 
will be transmitted to the regional FC manager. 

(c) In addition to the authorization specified in paragraph 
5b hereof, assistant regional directors in charge of RR are 
further authorized, with regard to state office personnel 
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temporarily retained, to delegate such authority to state RR 
directors, assistant state RR directors, state RR loon offi¬ 
cers. and state farm management supervisors. Each such 
cj< legation of authority will be made in writing and signed 
copies thereof will be transmitted to the regional PC 
manager. 

C Reports: 

(a> Regional PC managers will submit to the Adminis¬ 
trator such‘reporta as may be required by him covering 
tnnto issued pursuant to this Order. Such reports will be 


secured when necessary from the Treasury Accounts offices 
in the respective regions. 

7. Effective Date: 

(a) The procedure established by this Order will be effective 
on and after August 15. 1936. However, all material on 
which action affected by this Order has commenced, prior 
to this effective date, will continue under the previous pro¬ 
cedure. 

R. O. Tug well, Administrator. 
|P. R Doc. 1744—Plied, August 14. 1936; 4:31 p nxl 




















